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FOREWORD 

I  am  pleased  to  report  on  die  accomplishments  cfthe  Office  of  the  Inspector  General, 
Dqiartment  ofD^ense  (OIG,  DoD),  and  the  DoD  audit,  inspection  and  investigative  organizations 
during  die  period  April  1, 1994  to  Septeniber  30, 1994. 

The  acamtplishments  of  the  Department's  auditors,  investigators  and  inspectors  during  die  period 
have  been  particularly  sigmficant,  as  shown  below. 

-  Internal  auditors  identified  $7.9  billion  in  potential  monetary  benefits. 

-  Contract  auditors  examined  over  $167  billion  of  incurred  cost  and  contract  proposals, 
took  excqition  to  over  $2  billion  and  recommended  that  $4.5  billion  be  put  to  better  use. 

-  Criminal  investigators  adueved  an  unprecedented  $791  million  in  monetary  recoveries. 

-  Inspectors  and  special  inquiiies  investigators  responded  to  hundreds  of  requests  for 
assistance  and  allegations  of  improper  conduct. 

This  office  and  die  Service  audit  agencies  continued  to  emphasize  the  ingiortance  of  controlling 
funds  and  reporting  on  die  finandal  status  of  die  Department  through  the  expenditure  of  about 
$47.4  million  and  over  591  workyears  to  accomplish  die  FY 1993 financial  statement  audits  reqitired 
by  the  Chi^  Financial  Officers  Aa  of 1990.  Although  management  is  making  progress  in  financial 
management  systems  and  reporting,  procedural  and  systems  changes  will  be  needed  to  ensure 
accounting  systems  are  capable  of  producing  timely  and  accurate  financial  statements.  In  addition, 
based  on  die  overall  DoD  do\wisizing.  it  is  important  that  every  proposed  construction  project  be 
reviewed  to  predude  unnecessary  pending.  Our  auditors  examined  84  base  realignment  and  dosure 
military  construction  projects  and  identified  $237 million  in  potential  monetary  benffits.  A  more 
detailed  discussion  ofdiose  and  other  significant  issues  is  at  pages  i  dirough  v. 

Odier  OIG,  DoD,  effiorts  achieved  notable  results.  For  example,  dirough  investigative  emphasis  in 
die  health  care  area,  several  cases  were  concluded  that  resulted  in  significant  monetary  penalties 
imposed  on  entities  and  inttividucds  vho  defrauded  Government  health  insurance  programs.  A 
summary  cfthe  statistical  acconplishments  cfthe  cutditors,  investigators  and  inspectors  during  the 
period  is  at  page  vi.  Chapter  6  presents  a  bri^  summary  of  some  cfthe  more  important  matters 
affecting  the  Dqxirtment  that  were  brought  to  the  attention  cfthe  Congress. 

The  Depcutmem’s  audit,  inspection  and  investigative  organizations  will  strive  to  ensure  the 
integrity  of  the  Department's  management  systems  and  personnel  while  looking  for  every  opportunity 
to  preserve  resources  and  enhance  military  readiness. 
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Recognbmg  the  need  for  in^rovements  in  controlling  fiinds  and  reporting 
the  financial  status  of  the  Federal  Government,  significant  actions  have  taken 
place  that  have  increased  our  audit  requirements.  The  Chief  Rnancial  Officers 
Act  (CFO)  of  1990  requires  the  preparation  of  audited  financial  statements  for 
all  revolving  funds  and  accounts  of  commercial-type  functions.  In  the  DoD,  that 
has  required  educating  management  in  preparing  financial  statements  in 
accordance  with  accepted  accounting  principles  and  training  auditors  to  perform 
financial  statement  audits  in  accordance  with  Government  auditing  standards. 
The  IG,  DoD,  and  the  hfilitaiy  Service  audit  agendes  expended  about  $47.4 
million  and  over  591  worl^ears  to  accomjdish  the  FY 1993  financial  statement 
audits.  The  enactment  of  the  Federal  Finandal  Management  Act  of  1994  further 
aq>ands  the  annual  audit  requirement. 

Only  1  of  the  24  FY  1993  statements  au(fited  received  an  unqualified 
opinion.  The  others  received  qualified  or  adverse  opinions  or  disclaimers.  Those 
results  were  virtual^  identical  to  the  previous  audit  opinions  on  the  statements 
for  FY  1992,  ahhou^  the  FY  1993  audits  covered  a  broader  base. 

Rnancial  statements  were  generally  not  provided  on  a  timely  basis,  and  legal 
and  management  representatbn  letters  were  not  received  for  most  funds.  The 
DoD  accounting  ^sterns  are  incompatible,  frequently  outmoded  and  often  beset 
with  problems;  also,  the  ^sterns  were  not  designed  to  accumulate  the  information 
needed  for  finandal  statement  reporting.  Most  q^ms  do  not  use  the  DoD 
uniform  chart  of  accounts  or  a  standard  general  ledger.  Instead,  they  use  unique^ 
developed  accounts  and  ledgers.  Farther,  DoD  agencies  frequently  do  not  adhere 
to  acceptable  accounting  prindples.  The  audits  highlighted  internal  control 
weaknesses  and  nonconpliance  with  laws  and  regulations.  Management  is 
active^  working  to  improve  the  situation,  and  progress  is  e\ident  in  certain  areas. 
However,  it  will  be  several  more  years  before  systems  that  are  capable  of 
producing  timefy  and  accurate  financial  statements  are  fully  operationaL 

From  1992 to  1994,  the  IG,  DoD,  conducted  a  series  of  audits  of  controls  for 
Defense  computer  systems,  hfoterial  internal  control  weaknesses  in  computer 
security  were  identified  at  five  computer  centers  supporting  the  Defense  Finance 
and  A^undng  Service  (DIAS).  Specifically,  controls  were  not  adequate  to 
prevent  numerous  defidendes  in  operating  system  and  security  software  and 
other  general  controls.  As  a  result,  knoMec^eable  users  could  access,  create, 
mo<fify  or  destroy  sendtive  computer  data,  programs  and  finandal  records 
without  leaving  an  audit  trail. 

The  audit  results  were  briefed  to  the  Senior  Financial  Management 
Oversight  Council  in  Mardi  1994.  As  a  result  of  the  audit  findings,  the  DoD 
undertook  a  number  of  decisive  initiatives  to  improve  computer  securiQr.  The 
Deputy  Secretary  of  Defense  approved  the  establishment  of  a  task  force  to  detect 
and  prevent  DoD  financial  fraud  via  computer.  The  joint  initiative,  "Operation 
Mongoose,"  is  sta^d  by  personnel  from  the  DFAS,  the  D  efense  Manpower  Data 
Center  and  the  IG,  DoD.  The  team  will  target  areas  for  computer  matches  to 
identify  trends  and  anomalies  that  indicate  potential  integrity  breaches  of  DoD 
financial  systems  by  employees,  retirees,  contractors  and  other  unauthorized 
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uufividuals.  Siicressfiit  matches  will  be  repeated  routmely  in  the  future  as  part  of 
the  internal  management  controls. 

Also,  m  response  to  the  audit  reports,  the  Assistant  Secretary  of  Defimse 
(Command,  Contrc^  Communications  and  Intelligenoe)  directed  the  Defense 
InformadonSystems  Agency  (DISA)  to  establish  an  information  systems  security 
force  to  enhance  information  systems  security  at  all  Defense  megacenters 
and  legacy  sites.  In  addition,  the  Assistant  Secretary  and  the  Con^troller,  DoD, 
directed  the  DISA  and  the  DIAS  to  ccnrect  the  deficiencies  cited  in  the  audit 
repcnfe.  The  IG,  DcdD,  was  reciuested  to  monitor  their  progress. 

The  a^essive  action  taken  by  the  Department  to  address  the  conqiuter 
security  prciblems  reflects  a  oonumtment  not  only  to  fix  the  immediate  problems 
by  the  aucfits,  but  to  establish  a  series  of  long-term  solutions  to  greatfy 
reduce  future  vulnerability. 


A  December  1993  IG,  DoD,  audit  report  "PSiyment  Errors  Related  to 
Operations  Desert  Storm  and  Shield,”  highlighted  problems  in  administering  the 
provisions  of  the  DoD  Appropriations  Act  for  Fiscal  Year  1992.  The  Act 
permitted  the  Secretary  of  Defense  to  cancel  any  part  of  an  indebtedness,  up  to 
$2,500,  that  is  or  was  owed  to  the  United  States  by  amember  or  former  memter 
of  the  unifcnmed  services  if  the  indebtedness  was  incurred  in  connection  with 
Operations  Desert  Shield  and  Desert  Storm.  At  one  pay  center,  $15  million  out 
of  $20  Tnillitm  of  debts  were  inqrroperly  cancelled  or,  if  repaid,  were  not  refimded 
properly  pursuant  to  the  established  guidelines. 


The  Director,  Defense  Finance  and  Accounting  Service  (DFAS),  generally 
agreed  with  the  report  but  did  not  agree  to  reopen  the  cases.  The  IKrector,  DIAS, 
that  any  effort  to  reconstruct  debt  cancellations  at  this  time  would  not  be 
practical,  would  require  costfy  manual  intervention  and  would  exceed  the  likety 
savings.  In  addition,  the  Director,  DFAS,  indicated  that,  under  current 
procedures,  any  member  v^o  continues  to  believe  that  he  or  she  is  entitled  to  a 
refund  is  encouraged  to  apply  for  one. 


The  auditors  have  worked  closefy  over  the  past  several  months  with 
managtmiftnr  to  assess  file  issues.  The  DFAS  completed  octensive  cost  analysis 
that  showed  it  is  not  cost  effective  to  pursue  the  debt  for  the  combined  population 
of  in-Service  and  out-of-Service  personnel.  Both  DFAS  and  we  agreed  that  it 
would  be  inequitable  to  pursue  debt  collection  onfy  for  in-Service  personnel  or 
for  some  other  selected  subset.  The  Federal  Claims  Collection  Act,  31  U.S.C, 
am>.nHing  Scctions  3701,  3711  and  3716-3718,  as  implemented  in  Title  4  of  the 
Code  of  Federal  Regulations,  authorizes  the  termination  or  nonpursuit  of 
rnllojtifm  action  when  the  cost  of  collection  would  en»ed  the  amount  recovered. 


The  DIAS  taken  several  inifiatives  to  avoid  similar  problems  during 
future  quick  mobilizafion  and  deployment  scenarios.  Although  fiie  OIG  has  not 
yet  tested  the  efficacy  of  the  new  policies,  doctrine  and  systems,  we  agree  that  the 
measures  are  significant  improvements.  In  light  of  the  provision  in  the  Federal 
riaiwic  Collection  Act  that  authorizes  the  termination  or  nonpursuit  of  collection 
actionu^ien  the  cost  of  collection  would  exceed  the  amount  recovered,  and  DFAS 
acticms  to  avtnd  such  problems  in  the  fiiture,  it  was  agreed  that  in  this  instance 
additional  collection  action  by  the  DoD  would  not  be  prudent 
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Providing  a  weU-maintaincd  and  modernized  infrastructure,  and  balancing 
it  with  other  readiness  requirements,  is  a  central  issue  in  DoD  planning. 

infrastructure  undermines  readiness.  Excess  infrastracture  has  the 
same  effect.  To  provide  good  fricilities  while  avoiding  unnecessary  spending,  the 
DoD  must  have  a  sound  system  of  internal  management  controls  for  facilities 
planning. 

The  DoD  has  strengthened  its  reviewmechanisms  for  certain  types  of  fadfity 
plans  in  direct  response  to  our  previous  audit  findings.  However,  even  at  the 
currently  constrained  levels  of  construction  spending,  we  see  a  need  to  ^efully 
every  proposed  project  in  the  face  of  the  overall  DoD  downsizing.  The 
internal  controls  for  the  process  are  lo^cal  and  complete  on  paper,  but  not  always 

effective  in  actual  operation.  Based  on  the  results  of  the  audit  work  performed  to 

date,  we  believe  that  the  current  processes  definitefy  could  be  improved.  Despite 
the  30-year  old  DoD  requirement  that  all  capital  mvestment  projects  be  justified 
on  the  basis  of  complete  and  thorough^  documented  economic  ana^^ses,  audits 
have  consistent^  indicated  that  such  analyses  are  frequently  not  done  or  are 
incomplete,  outdated,  poorly  documented  or  otherwise  flawed.  Unrealistic 
assumptions  go  unchallenged  or,  in  what  may  be  the  most  likefy  scenario  in  this 
era  of  rapid  downsizing,  ori^nally  sound  planning  assumptions  are  overcome  by 
events,  but  are  not  revisited  after  the  project  proposal  goes  forward. 

Although  managers  agreed  to  improve  internal  controls  after  each  series  of 
audits,  the  actions  that  were  taken  have  been  largely  ineffective.  Paradmdcalfy, 
the  h^g^^.  of  base  realignment  and  closure  (BRAC)  facilities  planning  seems  to  be 
a  major  contributor  to  questionable  ana^ses  and  plans,  whereas  the  drawn-out 
nature  of  regular  facilities  planning  often  leads  to  outdated,  questionable 
assumptions  in  non-BRAC  facilities  plans.  Original  estimates  are  significant^ 
understated  virtual^  as  often  as  they  are  overstated. 

Our  audits  during  this  semiannual  reporting  period  resulted  in  11  final 
reports  that  covered  84  BRAC  military  construction  projects  totaling  $721 
TnUlinn,  The  auditois  identified  $237  milhon  in  potential  monetary  benefits 
resultingfromunsupported  requirements  or  changes  inrelevant  planning  factors. 
Management  generally  agreed  with  the  auefit  results  and  took  action  to  modify 
project  plans.  In  many  instances,  the  release  of  funds  was  deferred* 

There  is  no  reason  vriiy  questionable  facilities  planning  needs  to  be  an 
inevitable  problem  even  in  the  BRAC  process.  Auditors  have  found  a  few 
instances  where  BRAC  projects  were  very  well  planned  and  supported.  Fbr 
example,  the  auditors  found  that  two  projects  valued  at  $443  million  for  the 
realignment  of  the  Defense  Personnel  Support  Center  (DPSC)  in  Philadelpl^ 
Pexmsylvania,  were  current,  valid  and  properly  documented,  and  easting  facilities 
were  considered  when  planning  each  project.  The  auditors  commended  the 
Defense  Logics  Agency,  the  DPSC  and  the  Naval  Aviation  Supply  Office  for 
doing  an  excellent  job  on  the  matter. 

Fitzsimons  Army  In  an  IG,  DoD,  audit  report  issued  in  March  1994,  "Medical  Tireatment 

Medical  Center  Facility  Requirements— Fitzsimons  Army  Medical  Center  (EAMC),"  we 

recommended  cancelling  the  project  and  reprogramming  die  remainder  of  the 
$32  nullion  appropriated  so  far  by  Congress.  The  Under  Secretary  of  Defense  for 
Acquirition  and  Technology  nonconcurred  with  cancelling  the  project,  but 
reduced  the  scope  of  the  proj  ect  from  $390  million  in  Military  Construction  funds 
to  $225  million.  Management  also  agreed  to  reduce  other  funding  by  $51.1  miUion. 
The  Under  Secretary  also  agreed  to  suspend  the  project  until  the  effects  of  the 
Base  Realignment  and  Closure  process  for  FY 1995  and  budget  constraints  are 
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knowKL  Second,  the  Office  of  the  Assistant  Secretary  of  Defense  for  Health 
Affairs  did  not  agree  to  include  transportation  costs  in  the  cost-effectiveness 
analysis  of  transferring  patients  to  another  military  treatment  fecility.  Resolution 
of  this  matter  has  been  deferred  until  the  issuance  of  an  au<Ut  report  on 
aeromedical  evacuation  systems,  which  willprovide  additional  information  on  the 
issue. 

Section  2408  of  ffie  National  Defense  Authorization  Act  for  FY  1995 
required  the  Secretary  of  Defense  to  certify  by  March  15,  1995,  fliat  the 
replacement  fadfify  is  needed  if  fends  are  request^  for  FY  1996.  Section  2408 
sp  edfied  that  the  certification  must  address  the  issues  raised  in  our  audit  report, 
induding  the  cost  effectiveness  of  building  a  replacement  fedlit}^  the  availabilify 
to,  and  cost  for,  the  patient  population  of  medical  care  provided  by  dvilian 
medical  facilities  loca^  in  that  area;  fee  projected  occupancy  rates  at  E4MC 
with  and  without  patients  from  outside  the  area;  and  the  cost  effectiveness  and 
contribution  of  the  Graduate  Medical  Education  program  at  EAMC  to  meeting 
training  requirements  of  Army  military  mefecal  personnel.  We  are  working  wife 
DoD  management  to  address  the  certification  requirements. 

In  response  to  industry  concerns  regarding  the  downsmng  of  the  Defense 
industry,  the  Under  Secretary  of  Defense  for  Acquisition  and  Ibchnology  issued 
poGcy  in  July  1993  aUowing  restructuring  costs  on  novated  contracts  if  a  merger 
or  acquidtion  will  result  in  overall  savmgs  to  the  Department  or  preserve  fee 
industrial  base  for  weapons  and  supplies. 

We  reviewed  the  DoD  efforts  to  examine  one  sudi  feture  savings  claim  by 
Hughes  Aircraft  Corporation  from  its  acquidtion  of  General  Dynamics  misdle 
programs.  Hughes  purdiased  General  Dynamics  in  August 1992  andbeganbiGing 
restructuring  costs  to  the  Govemmentwifeoutnovatihgthe  contracts  or  executing 
an  advance  agreement  addressing  the  increased  costs  and  fee  savings  to  be 
realized  by  fee  Government  As  a  result  of  our  review,  a  proposal  defucting  the 
restructuring  costs  and  the  corresponding  savings  to  the  Government  was 
prepared  by  Hughes  and  aufeted  by  fee  Defense  Contract  Audit  Agency.  The 
Defense  Contract  Management  Command  is  negotiating  an  advance  agreement 
tliaf  ynit  stipulate  ceiUngs  for  restructuring  costs  and  established  targets  for 
savings.  We  are  currently  monitoring  14  other  Defense  industry  mergers  and 
acquidtions  to  assure  that  proposals  are  prepared  and  audited  and  advance 
agreements  are  negotiated  in  a  timely  manner. 

Le^slation  should  be  enacted  to  require  consistency  in  fee  treatment  of 
pension  costs  for  Government  contract  costing  purposes.  Current  procurement 
regulations  subject  nonqualified  plans  to  less  stringent  cost  allowability  rules  than 
qualified  plans  and  other  postretirement  benefits. -Consequentfy,  millions  of 
dollars  cmi  be  paid  into  those  plans  and  charged  to  Government  contracts  without 
adequate  assurance  that  the  Defense  industry’s  most  important  assets,  its 
employees,  will  everbe  compensated.  The  funds  can  simplyrevert  to  fee  company 
as  profit  and/or  bargaining  chips  in  mergers  and  buyouts. 

To  be  allowable  as  a  charge  to  Government  contracts,  the  c:osts  of  qualified 
plans  and  postretirement  benefits  must  be  paid  either  to  an  insurer  or  ofeer 
recipient  as  current  year  premiums  or  benefits,  or  paid  to  a  funding  agency  to 
e-ctahligh  and  maintain  a  fund  for  the  exclusive  benefit  of  the  beneficiaries.  Under 
current  acquisition  regulations,  costs  c:alculated  under  nonqualified  retirement 
plans  need  only  be  accrued  in  accounting  records  in  order  to  be  acceptable  for 


contract  costing  purposes.  We  recommend  subsection  (e)(1)  of  10  U.S.C.  2324 
be  modified  as  follows: 

2324.  Allowable  costs  under  Defense  contracts 

(e)(1)  The  following  costs  are  not  allowable 
under  a  covered  contract: 

(P)  Costs  for  pensions  and  supplemental 
retirement  benefits  except  to  ^  extent  paid  eidier  to 
(a)  an  insurer  or  other  recipient  as  current  year 
premiums  or  benefits,  or  (b)  a  fimding  agenqr  to 
establish  and  ynamtam  a  fund  for  the  exdu^ve  benefit 
of  the  contractor’s  employees  and  their  beneficiaries. 


DEPARTMENT  OF  DEFENSE 

SIGNIHCANT  AUDIT  INSPECTION  AND  INVESTIGATION  RESULTS 
(For  the  6-Monft  Period  Ending  September  30.  1994) 


STATISTICAL  HIGHLIGHTS 

Totals 

Page 

Audit  Activities: 

Internal  Audit  Monetary  Benefits: 

Potential  Monetary  Benefits  Reported 

$7,936. 8m 

1-2 

Impact  of  Completed  Actions 

3,902.9m 

1-17 

Potential  Impact  from  Open  Actions 

11,113.0m 

1-17 

Contract  Audit  Monetary  Benefits: 

Potential  Monetary  Benefits  Reported 

6,609.7m 

2-3 ,2-6 

Impact  of  Completed  Actions 

2,260.4m 

2-3 ,2-6 

Investigative  Activities: 

Monetary  Outcomes: 

To  Government  Entities 

$79 1.4m 

3-9,  E-1 

Litigation  Results: 

Indictments 

447 

3-9,  E-1 

Convictions 

439 

3-9,  E-1 

Civil  Settlements/Judgments 

53 

3-9,  E-1 

Uniform  Code  of  Military  Justice  Results: 

Charges 

216 

E-1 

Convictions 

417 

E-1 

Administrative  Results: 

Debarments 

153 

3-9 

o  rv 

Suspensions 

158 

3-9 

DoD  Hotline: 

- 

Substantive  Complaints 

2,332 

4-5 

vl 


CHAPTER  1  -  INTERNAL  AUDfTS 


TheDoD  centr^dmiemalauditoiganizationsare  Office  of  the  Assistant  Mspector  GenerdforAiuUdng 
(QAIG’AVD),  DoD,  AeAm^AuditAgen(y(AAA),  the  Naval Aucht  Sendee  (NAS)anddieAirForceAudit 
Agency  (AE4A).  Audit  topics  are  based  on  requests  from  DoD  managers,  the  Qmff’ess  and  other  Govem- 
mentagendes,  statuUuyorregulatoTyrequirements,  Hodine  complaints,  and  anafyses  of  internal  controlfisks 
and  cqportunitiesfiw  improving  econtnny  and  efficiency. 
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SIGNinCANT  CENTRAL  AUDIT 
ACCOMPLISHMENTS _ 

The  DoD  central  audk  organizatiras  issued  308 
central^  dkected  reports,  identifying  $7.9  bSfion  in 
potential  monetaiy  benefits,  C  lists  the 

centralfy  directed  reports  issued. 

AppendixD  lists  audit  reports  issued  by  the  OIG, 
DoD, 'with  quantifiable  potent  monetary  benefits,  in 
accordance  witih  the  Inspector  General  Act 
Amendments. 


Financial  and  Personnel  Management 


Air  Force  Merged  Accounts  Obligations 

This  amfit  was  requested  by  the  Chairman, 
Senate  Appropriation  Committee.  Of  $S74*0 
milKftn  m  unliquidated  obfigations  reviewed, 
$444.0  milfion  (76  percent)  was  deemed  to  be 
invafid.  Acoordin^y,  funds  no  longer  needed 
for  thdr  intended  purposes  were  not  released 
for  use  on  other  programs,  and  financial 
reports  were  erroneous. 


TWo  system  prc^ram  offices  made  advance 


as 


yet  unearned  incentive  fees,  wkhout  complying 
wiffi  statutory  and  regulatory  requirements.  As 
a  result,  those  prepayments  were  made 
inq)roperly. 


The  auditors  recommended  developing  a 
ring^e  paying  and  accounting  q^em, 
resrinding  the  Under  Secretary  of  Defense 
(Comptroller)  staff  previous  approval  of 
^budgeting  lead-time  away  from  need,"  matmg 
a  policy  regarding  prepayment  of  incentive 
fees,  reevaluating  incentive  fee  payments  of 
$9^  nullitm  and  adopting  an  appro^ni^ 
accounting  alternative  for  unearned  incentive 
fees.  Management  comments  were  responsive. 
(OAIG-AUD  94-139) 


Cash  Management  Within  the  Defense 
Reutilization  and  Marketing  Sendee 

The  Defense  Finance  and  Accounting 
Service  (DFAS)-Columbus  retained  $30^ 
million  from  pre-FY  1993  and  FY 1993  sales  in 
suspense  accounts  for  extended  periods  rather 
than  releasing  the  proceeds  to  other  DoD 
accounts  in  a  timefy  manner.  As  a  result,  ^ 
funds  could  not  be  used  for  operating 
purposes. 


The  auditors  recommended  dosing  pre-FY 
1993  sales  contracts  and  transferring  the 
outstanding  sales  proceeds,  depositing  all  sales 
proceeds  gener^ed  from  sales  ol  scrap 
material,  a^  reviewing  and  releasing  FY  1993 
sales  proceeds  to  qualified  redinents.  Manx¬ 
men!  comments  were  generally  re^onsive; 
however,  additional  comments  are  requested 
cm  unre&dved  issues.  (OAIG-AUD  94-158) 


Management  Data  Used  to  Manage  tfte  US. 
Transportation  Commaixi  and  the  Military 
DepaSimerrt  Transportation  Orgaruzations 

Critical  transportatkm  data  needed  to  move 
cargo  and  bili  customers  were  often 
unavailable,  unrefiable,  inaccurate  and  there¬ 
fore  not  useful  Ship>ing  activities  did  not 
always  comply  with  the  hfilitary  Standard 
Itansportation  and  Movement  Procedures 
(MILSIAMP)  used  by  the  hfilitary  Ijraffic 
Management  Command  (MTMC)  to  move 
personnel,  patients  and  cargo  by  Government 
or  transportation.  As  a  result,  the 

MTMC  had  to  duplicate  the  efforts  of  shipping 
activities  to  ensure  the  prompt  movement  of 
cargo.  As  of  September  30, 1993,  $33.9  million 
in  unbilled  accounts  receivable  for  transpor¬ 
tation  services  remained  uncollected,  and 
$25.4  mniinn  in  cargo  billiags  remained 
suspended. 


Dataused  to  measure  mission  results  through 
qn^  cost  and  net  operating  results  were  not 
reliable.  Ffying  hours  used  in  calculating  unit 
cost  were  not  accurate,  and  the  Under 
Secretary  of  Defense  (Comptroller)  <fid  not 
issue  timely  guidance  for  calculating  the 
nulitary  persoimel  costs  used  in  net  operating 
results.  As  a  result,  the  financial  position  of  the 
cennpements  was  not  presented  accurately. 

The  auditors’  recommendations  included 
strengthening  internal  controls  at  rii^imag 
activities  and  compfying  with  MILST4^1I^ 
providing  the  necessary  resources  for  compl¬ 
iance  with  accounting  and  bilfing  regulations, 
providing  internal  controls  over 

flying  hours  data,  requiring  components  to 
follow  existing  policy  for  calculating  military 
personnel  costs  and  establishing  guidance  on 
calculating  military  personnel  costs  for 
Defense  Business  Operations  Rmd  before 
budget  planning  begins.  Management 
were  a  mixture  of  concurrences  and 
nonconcurrences,  and  additional  responses 
were  requested.  (OAIG-AUD  94-163) 
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TNrd  Party  Collection  Program 

The  Army  medical  department  made 
substantial  improvements  in  collecting  from 
third  party  payers  under  the  Third  Party 
Collection  Program.  CoUections  increased 
from  about  $7.8  million  in  fiscal  year  1988  to 
more  tl^n  $53  million  in  fiscal  year  1993. 
However,  the  medical  department  could  take 
additional  actions  to  increase  collections  and 
imprnve  internal  controls  over  fimds  coOected. 


The  auditors  recommended  the  Hc^th 
Services  Command  develop  standard  policies 
and  procedures  for  identifying,  bniing  and 
coHectmg  from  third  party  payers;  develop  and 
use  performance  measures  to  evaluate  the 
program;  and  furnish  tedinical  giudance  for 
reconciling  data  bases  in  the  automated 
system  and  advise  medical  treat¬ 
ment  facilities  to  perform  the  reconciliations. 
The  command  agreed.  The  official  command- 
repfy  process  has  not  been  completed.  (AAA 
WR  94-212) 


Selected  Unliquidated  Operation  and 
Maintenance  (O&MN),  Marine  Corps 
Obligations 

An  audit  evaluated  the  validity  of  unliqui¬ 
dated  obligations  at  41  Marine  Corps  activities. 
By  sampling  $139.6  nullion  of  the  $580.4  nuUion 
in  unliquidated  obligations,  the  auditors  found 
$62  milfion  to  be  invalid.  Using  projections,  the 
auditors  estimated  a  total  of  $1893 million  was 
invalid.  The  audit  also  found  that  $106.1  nullion 
of  the  $1893  million  was  not  a^^dlable  to  satisfy 
other  needs.  If  the  condition  remains 
unchedeed,  the  Marine  Corps  will  lose  the  use 
of  another  $1573  nfiHion  over  the  5-year 
period  ending  September  1998. 


The  Marine  Corps  initiated  corrective  action 
during  the  audit  and  implemented  the  audit 
recommendations.  (NAVAUDSVC  050-W-W) 

Special  Duty  Assignment  Pay 

Spedal  Duty  Assignment  Pay  (SDAP)  is 
authorized  for  duties  that  are  extremely  £ffi- 
cult  or  involve  an  unusual  degree  of 
responsibility.  Each  Service  secretary  deter¬ 
mines  the  sfaPs  that  will  receive  SDAP.  An 
audit  found  that  94  percent  of  SDAP  biUets 
were  not  properly  justified  in  accordmee  with 
Navy  policies,  procedures  and  directives.  The 
Bureau  of  Naval  Personnel  justified  SDAP  by 
Navy  enlisted  classification  codes  rather  than 


by  actual  duties  performed.  By  eliminating 
unjustified  SDAI^  $2603  million  could  be  put 
to  better  use,  and  if  the  DoD  eliminated  the 
requirement  to  pay  SDAP  at  one-half  rate  for 
one  more  year  until  SDAP  is  terminated,  $23.7 
million  could  be  saved. 

Although  the  Bureau  of  Naval  Personnel 
took  some  corrective  actions,  major  issues 
were  undecided.  The  issues  were  rejected  to 
the  Assistant  Secretary  of  the  Navy  (Manpower 
and  Reserve  Affairs)  for  comment. 
(NAVAUDSVC  062-C-94) 


Readiness 


Maintenance  Float 

An  audit  found  that  the  Army  could  signifi- 
cantfy  reduce  its  operational  readiness  float 
program  and  sdll  maintain  equipment  readi¬ 
ness.  By  reducing  the  program,  the  Army 
could  cancel  about  $7803  nullion  in  future 
float  acquisitions  and  use  about  $194  million  in 
existing  float  assets  to  fill  other  requirements. 
In  addition,  the  Army  needed  to  better  manage 
and  reduce  its  repair  cyde  float  program.  No 
recorded  assets  were  on  hand  to  support  $33 
billion  in  repair  ^cle  float  requirements,  and 
less  than  1  percent  of  Army  units  needed  repair 
(^cle  float  assets  to  maintain  readiness  levels. 
Tbrou^  better  management  and  reduction  of 
items,  the  Army  could  reduce  planned 
acqui^tions  of  float  assets  by  about  $63 
miUion. 


The  auditors  recommended  the  Army  reduce 
the  operational  float  and  repair  cycle  float 
programs  to  reflect  only  valid  requirements, 
cancel  planned  acquisitions  for  float  assets  and 
redistribute  existing  float  assets  to  satisfy  other 
requirements.  The  command  agreed  vdth  the 
recommendations  and  partially  agreed  with  the 
estimated  monetary  benefits.  The  disagr^- 
ments  are  being  resolved  through  the  official 
cx)mmand-reply  process.  (AAA  NR  94-221) 


Naval  Reserve  Force  (NAVRESFOR)  Full-Time 
Support  Personnel  Requirements 

The  NAVRESFOR  nussion  is  to  provide 
trained  units  and  qualified  personnel  for  active 
duty  in  the  naval  forces  in  time  of  war,  in  a 
national  emergency  or  when  othervdse 
authorized  by  law.  An  audit  was  conducted  to 
determine  if  the  organizational  command 
structure  was  the  most  effective  and  efficient,  if 
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requirements  detemdnation  jffocess  resulted 
in  valid  full-time  suppmt  billets,  and  if  the 
NAVRESFOR  had  an  effective  system  to 
validate  fidl-time  support  personnel  require¬ 
ments  periodically.  The  audit  found  that 
NAVRESFOR  could  improve  efficiency  and 
put  $134.5  million  to  better  use  over  a  ^year 
period.  Overall,  378  positions  could  be  repro¬ 
grammed  for  other  purposes.  Also,  the  Navy 
could  dose  32  of  its  216  surface  reserve  training 
centers  and  3  of  its  13  readiness  commands. 

The  Commander,  NAVRESFOR,  agreed  to 
corrective  action.  (NA\AUDSVC 
045-S-94) 

Contract  Administration 

"Super"  Sderttinc,  Engine&ing  and  Technical 
Assistance  contracts  at  the  Ballistic  Missile 
Defense  Organization  (BMDO) 

The  audit  was  requested  the  Secretary  of 
Defense  at  the  suggestion  of  tte  Director, 
Defense  Procurement  Contracting  support 
costs  could  be  reduced  by  about  $46  milfion  for 

FYs  1995  through  1999  by  gradually  hiring 
DoD  dvilian  employees  to  accompfirii 
mwidnn  in-house.  The  contracting  officer  did 
not  establirii  adequate  procedures  for  effective 
cost  control  and  (£d  not  effeclivefyinanage  the 
contract,  resultmg  in  a  contract  cost  increase  of 
about  3^.9  millinn.  Questionable  costs  and 
fees  of  about  $23  million  were  paid  under  the 
contract 

The  auditors  recommen(fed  that  the  BMDO 
reduce  contracted  services  and  use  more  DoD 
dvilian  personnel,  use  comidetion  and  jBxed- 
price  type  contracts,  establish  additional 
contract  management  and  cost  control 
procedures,  pmform  cost  realism  analyris, 
justify  contractor-acquired  Government 
property,  document  contract  changes  and 
inifiafft  actiou  to  recover  questioned  costs.  The 
auditor  also  recommend^  that  administrative 
contracting  officers  notify  the  contractors  of 
noncompliance  with  applicable  regulations. 
Management  generalfy  agreed  with  the  recom¬ 
mendations.  (OAIG-AUD  94-077) 

Procurement  ofSimport  Senrices  by  thej^ 
Force  Electronics  l^stems  Center,  (AFESC), 
Hanscom  Air  Force  Base,  MA 

The  AFESC  procured  contractor  services 
that  were  not  as  cost  effective  as  in-house 


persoimd  and  did  not  make  cost  adjustments 
when  Govemment-fumiriied  fedlities  were 
used.  The  support  services  had  the  diarac- 
teristics  of  personnel  services  and  resulted  in 
contractor  personnel  performing  inhnently 
Government  fonctions.  Ih  addition,  inade¬ 
quate  management  controls  over  the  allocation 
of  Technical  Engineering  and  Management 
Support  work  requirements  eristed.  The 
auditors  estimated  a  potential  savings  of  $39 
mininn  if  contracted  work  is  poformed  hur 
house  and  $263  million  if  costs  are  adjusted  to 
reflect  the  use  of  Government-furnished 
fadlities. 

The  auditors’  recommendations  included 
pursiung  initiatives  to  capture  and  proride 
accountability  for  total  force  requirements  in 
documents  and  identifying  means  for  funding 
in-house  support  uhen  performing  long-term 
services,  converting  preriousfy  authorized 
contractor  portions  to  in-house  positions, 
determining  in-house  DoD  personnel  require¬ 
ments  and  tile  cost  effectiveness  of  contracting 
for  support,  and  discontinuing  the  use  of 
management  support  contracts  to  obtain 
personnel  services.  Management  generally 
concurred  and  one  issue  is  bring  pursued 
through  audit  mediation.  (OAIG-AUD 
94-112) 

Test  Support  Contracting 

An  audit  found  that  test  activities  used 
contractor  personnel  to  support  test  programs 
instead  of  a  less  eiqienrive  in-house  workforce 
because  the  activities  were  not  allowed  to 
exceed  in-house  space  ceilings  and  contractor 
support  gave  them  greater  flexilnlity  to  meet 
workload  fluctuations.  Tbst  costs  were  also 
increased  because  Army  contracting  personnel 
ffid  not  make  large  purchases  of  goods  and 
services  for  the  contractors,  and  test  activities 
had  not  consolidated  multiple  contracts  to  the 
extent  possible.  The  au^  identified  $57.7 
million  in  potential  monetary  beneflts. 

The  auditors  recommended  the  Army 
require  its  test  activities  that  use  contractors  to 
develop: 

procedures  to  review  test  support  contracts 
to  determine  if  the  contract  support  could 
be  famished  at  a  lower  cost  using  tiie 
Government  work  force; 

"  an  acquisition  plan  to  consolidate  multiple 
test  support  requirements;  and 
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”  procedures  to  identify  contractor  require¬ 
ments  for  purdiases  costing  niOTe  than 
$25,000. 

Tin*  mmmanH  agreed  with  the  recommenda- 
tions  and  the  estimated  potential  monetary 
benefits.  The  ofBdal  command-repfy  process 
has  not  bemi  competed.  (AAA  WR  94-702) 

Procurement  Prices  Paid  on  Missiie  Systems 
for  For^gn  Miiitaiy  Sales  (FMS) 

The  Amy  did  not  negotiate  Patriot  mistile 
contract  prices  for  FMS  custmners  that  were 
fulfy  conqiarable  to  prices  negotiated  fin  DoD 
cusfimms.  hi  ad(£tion,  tiie  Air  Force  did  not 
report  die  iqipropri^e  cootract  prices  for 
lulling  customers  fin  purdiases  oi 

Sidewinder  and  Maverickmissile  systems.  As  a 
result,  FMS  customs  paid  more  than  DoD 
paid  for  its  own  purchases,  and  one  FhS 
custmner  paid  more  than  another  fin  compar- 
atde  purchases  of  Patriot  missiles.  Also,  the  Air 
Force  ovetbillBd  FMS  customers  $3.4  million 
and  undobSled  FMS  customers  $33  million 
for  Sidewinder  and  Maverick  missile 
purchases. 

The  hdkary  Departments  did  not  accuratefy 
bin  FMS  customers  for  contractor  and  U.S. 
Government  additive  chai]^  inchided  in 
contract  prices,  resulting  in  oveibilfings  of 
$133  millirwi  and  underbiUings  of  $2X)  minion. 


Sidewinder  Missito 


The  Navy  and  the  Air  Force  recouped  more 
than  appropriate  in  Special  Defense  Acquisi¬ 
tion  Bind  (SDAF)  investment  costs  for 
modifying  Harpoon  and  Sidewinder  mistile 
systems  for  sales  to  FMS  customers.  In 
aHclhinn,  the  Air  Force  charged  customers 
selling  prices  in  excess  of  actual  coste  for 
Maveridc  misriles  sold  from  the  SDAF  inven¬ 
tory.  As  a  result,  the  Navy  inappropriately 
diarged  IS  FMS  customers  $23  nuUicHi  fin  the 
Harpoon  misrile  system,  and  tiie  ^  Force 
oveibilled  FMS  customers  $9.9  million  for  the 
Sidemnder  missile  systmn  and  $1.9  milEon  for 
the  Maverick  mis^  ^em. 


The  auditors’  recommendations  induded 
verifying  the  accura^  of  cost  elemei^  used  to 
develop  contract  prices  and  establishing  a  time 
frame  fiir  valichdng  tiie  dollar  amounts  of 
negotiated  cost  elements;  using  contract  docu¬ 
ments  to  report  contract  prices  to  the  Defense 
Finance  and  Accounting  Service— Denver 


tiie  collection  of  the  SDAF  charges  fin  the 
Standoff  Land  Attack  Misrile;  and  returning 
ovnbilled  diarges  to  customers’  FMS  'Dust 
Bind  accounts.  Managmnent  comments  were  a 
nuxture  of  concurrences  and  nonconcurrences, 
and  additional  comments  are  requested. 
(QAIG-AUD  94-188) 


Centmr  for  billing  customers;  and  dissemi¬ 
nating  pricing  policy  to  e^ude  inappropriate 
cost  elements  from  nussile  Diices.  eliminating 


Contracted  Advisory  and  Assistance  Sety^ces 

The  Air  Force  uses  contracted  advisory  and 
assistance  services  (CAAS)  to  support 
management  dedsion-making  and  the  opera¬ 
tion  of  management  systems.  An  audit  was 
conducted  to  detemune  idiether  the  Space  and 
Misale  Systems  Center  (SMC)  evaluated  the 
cost-effectiveness  of  continuing  the  contracted 
effort  versus  performing  the  work  in-house. 
The  audit  found  the  SMC  plans  to  award  three 
follow-on  CAAS  contracts  were  not  cost- 
effective  because  Govemmmit  personnel,  if 
authorized  and  hired,  could  perform  the  work 
for  less  cost.  Consequmitiy,  by  uang  contractor 
personnel,  tiie  Air  Force  ^  pay  about  $42 
minion  more  over  the  next  5  years  to  complete 
the  work. 


Although  management  agreed  with  the 
recomniendations,  they  were  unable  to  imple¬ 
ment  immeHiate  corrective  action  due  to 
current  downsiang  initiatives.  Management 
agreed,  however,  to  continue  evaluating 
resource  allocations  to  detemune  whether  they 
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c-ati  authcHize  additional  civilian  positions. 
Management  also  agreed  that  potential  savings 
may  exist;  hov^^ver,  they  coidd  not  immediate^ 
identify  specific  ^mcmntsL  (AE4A  94064002) 

Intelligence  and  Security 

Hotline  Allegations  Pertaining  to  Aerostat 
Operations 

Logical  support  for  the  Ihthered  Aerostat 
Radar  System  (TARS)  was  inadequate,  and 
development  of  a  replacement  ^tem  was 
undertaken  without  proper  acqui^tion 
planning.  As  a  result,  five  TARS  sites  became 
nonoperadonal,  the  replacement  system  had 
design  flaws  that  may  preclude  conceptual 
optimization,  and  certain  fiscal  directives  were 
not  foUowed. 

The  Contracting  Officer’s  Ibchnical 
Representative  directed  the  destruction  of  the 
aerostat  at  I£gh  Rock,  Bahamas,  before 
completion  of  a  repair-versus-replaoe  analysis 
and  an  engineering  assessment  of  the  balloon’s 
condition.  As  a  result,  the  TARS  will  not  be 
operational  at  that  critical  ^te  to  detect  drug 
smuggling  aircraft  for  more  than  2  years. 

The  auditors’  recommendations  included 
guidance  to  identify  responsi¬ 
bilities  in  the  development  and  operation  of  the 
TARS,  developng  procedures  to  improve 
accountability  of  the  aerostat  balloons, 
adjusting  obUgations  of  appropriated  funds, 
and  reviewing  the  actions  of  the  responsible 
offidflk  in  the  destruction  of  the  High  Rock 
aerostat  Management  comments  were 
partially  responsive,  and  additional  comments 
were  requested.  (QAI&AUD  94-136) 

Acquisition  of  the  BLACKER  and  CANEWARE 
Communications  Security  Systems 

The  audit  was  conducted  in  response  to  a 
DoD  Hotline  allegation  that  the  N^onal 
Security  Agency  was  developing  duplicative 
communications  security  interns.  The  allega¬ 
tion  was  unsubstantiated,  since  valid  require¬ 
ments  costed  for  both  systems.  However, 
managers  did  not  follow  DoD  policies  relating 
to  system  testing  and  logistics  supi^rt  planning 
during  the  development  and  acquidtion  of  the 
BLACKER  and  CANEWARE  communica¬ 
tions  security  ^sterns.  The  NSA  managers 
initiated  action  to  develop  additional  upgrades 
to  the  CANEWARE  system  and  spent  $1 


tnininn  on  unneeded  CANEWARE  enhance¬ 
ments.  Further,  they  did  not  consider 
BLACKER  development  and  acqui^tion  costs 
in  determining  the  sdfordabOity  of  consoli¬ 
dating  the  Defense  Data  Network. 
Consequently,  ^out  $6.9  nuUion  was  spent 
needle^. 

The  auditors  recommended  establishing 
procedures  to  increase  coordination  among 
the  D6D  components  during  the  development 
of  information  security  devices.  The  auditors 
also  recommended  that  the  cost  of  developing 
and  acquiring  information  security  systems  be 
considered  in  affordability  studies  of  com¬ 
munications  systems.  Management  concurred 
with  the  recommendations.  (QAIGAUD 
94-201) 

Environment 

Acquisition  and  Management  of  Ozone- 
Depleting  Substances 

The  DoD  is  attempting  to  phase  out  harmful 
chern^^ls  but  certain  stocks  will  be  needed  to 
meet  crucial  operating  and  contingency 
requirements  until  substitutes  are^  developed 
and  phased  in.  The  Army  and  tiie  Air  Force  did 
not  accurately  estimate  the  substances  needed 
for  a  Defense  reserve.  As  a  result,  the  Army 
overestimated  the  requirement  by  99,867 
pounds  for  one  ozone-depleting  substance, 
valued  at  $1.2  million.  The  Air  Force  overesti¬ 
mated  its  requirement  for  five  substances  by 
1,182,237  pounds,  valued  at  $14  million,  and 
understated  the  requirements  for  three 
substances  by  752,933  pounds,  valued  at  $8.9 
million.  Corrective  actions  taken  by  the  Army 
and  the  Air  Force  during  the  audit  eliminated 
the  need  for  recommendations.  (QAIG-AUD 
94-178) 

Hazardous  Waste 

An  audit  was  conducted  of  the  hazardous 
waste  operations  and  emergency  response 
programs  at  10  Air  Force  installations.  Over 
10,500  equipment  items  on  hand  or  on  order 
support  the  installation  programs.  The  audit 
found  foat  installation  managers  did  not  fuHy 
implement  the  Occupational  Safety  and  Health 
Administration  (OSHA)  planning  and  training 
requirements  and  did  not  maintain  accounta¬ 
bility  and  control  over  emergency  response 
assets. 
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Four  of  the  identified  additions  increased 
the  potential  risk  of  emergency  response 
delays,  injury  or  property  damage,  li^iUty 
claims  and  OSEIA  violations.  Fbr  examine,  at 
eight  WaHarions,  no  prepared  emergency 
action  were  prepared  for  post  emergcnqr 

response  operations,  and  at  least  4,199  of  die 
7378  emergency  response  personnel  were  not 
trained  at  the  required  levels.  Unautiiorized 
equ^ment  and  vehides  were  found  at  aU  10 
installations,  and  managers  could  not  identify 
requhenients  for  hazardous  waste  cqierations 
and  emergency  response  equ^ment  or 
vehides. 

Management  concurred.  Actions  taken  or 
planned  were  considered  responsive.  (AFAA 
93052006) 

Installations  and  Logistics 

Central  Distribution  Center  (CDC)  Operations 
of  the  Defense  Commissary  Agency  (DeC^ 

The  savings  that  were  eiqpected  to  result  from 
the  CDC  concept  did  not  materialize. 
Management  (fid  not  negotiate  and  collect 
earned  vendor  cfiscounts  sufBdent  to  offset  the 
Center’s  operational  costs.  As  much  as  $15 
fnillinn  in  annual  appropriated  fond  support 
could  be  saved  if  DeC^  negotiates  and  collects 
earned  vendor  (fiscounts  orusesalfomatives  to 
CDC  delivery  methods  to  stodcks  stores. 

Accurate  inventory  information  was  not 
available  to  CDC  personnel  for  reconching, 
ordering  and  managing  semiperishable  and 
nonperishable  resale  items.  As  a  r^ult, 
inventory  losses  will  not  be  readily  identified, 
unnecessarily  high  prices  could  be  paid  and  a 
potential  for  abuse  erists. 

The  amfitors  recommended  closing  CDCs  if 
alternative  delivery  methods  can  satisfy 
customer  requirements,  negotiating  ^d 
collecting  eami^  vendor  disccmnts,  collecting 
retroactively  earned  vendor  discounts,  estsh* 
Ushhig  guidefines  on  negotiating  earned 
vendor  discount  agreements,  conducting 
perioific  {hyrical  inventories,  investigating 
significant  inventory  variances  and  enforcing 
stock  ordering  procedures.  The  Director, 
DeCA,  agreed  to  close  the  CDCs. 
(OAIG-AUD  94-083) 


Pricing  for  D^ense  Switched  Networic  (DSN) 
Access  Circuit 

The  Defense  Information  Systems  Agency 
(DISA)  did  not  identify  significant  cost 
reduction  opportunities  available  pursuant  to 
oontrac^tual  arrangements  established  in  the 
Defense  Commercial  Telecommunications 
Network  contract  for  the  acquisition  oi  DSN 
a(x:ess  drcuits.  Lower  prices  available  from 
other  sources  would  have  reduced  the  $273 
imlllnn  annual  recurring  cost  of  DSN  access 
service  hy  $103  nullion.  In  adcfition,  a  review  of 
randomfy  selected  drcuits  showed  that  $3.1 
million  in  accounts  payable  for  leased  circuits 
was  overstated  by  $11737L 

The  auditors  retxmimended  that  the  DISA 
establish  procedures  to  analyze  contract 
pricing  methods  as  a  basis  to  negotiate  with 
AT&T  for  cost  reductions  for  DSN  acc^ 
circuits;  correct  programming  weaknesses  in 
the  accounts  pay^le  system;  establirii  proce¬ 
dures  to  verify  the  accurate  transfer  of  pricing 
information;  validate  eristing  accounts 
payable;  ccnnpute  net  variances  associated  with 
accounts  payable  liability  discrepancies  and 
either  file  a  claim  or  reimburse  vendor,  as 
appropriate.  Management  concatrcd  with  the 
finding;  and  recommendations.  (QAIG-AUD 
94-097) 

ObUunina  the  Maximum  Life  from  F-404  J& 
Engine  Components 

The  Navy  replaced  F-404  fifo-limited  en^ne 
components  even  thou^  a  99.9  percent 
probabifify  eristed  that  foe  components  had 
additional  life  remaining.  We  estimated  that,  by 
ysing  an  inspection  pr()gram  to  manage  the 
engines,  the  Navy  could  avoid  the  procurement 
of  $753  nullion  of  rejdacement  components 
and  adiieve  a  net  saving  of  $52.4  million  over 
the  remaining  fife  cyde  of  the  F/A-18  aircraft 
({uctured  on  page  1^). 

The  aufotors  recommended  establishing  a 
periodic  inspections  program  to  optimize 
^gitie  component  fife  and  to  ensure  efficient 
use  of  resources.  One  disputed  issue  and 
potential  monetary  benefits  are  currentfy  in 
audit  mecfiation.  (OAIG-AUD  94-133) 

Air  Clearance  Process 

During  FY 1992,  foe  DoD  reported  success¬ 
fully  challenging  and  downgrading  cargo 
shipments  to  surface  transportation  and 
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realized  a  cost  avoidances  of  $493  million. 
Howevm:,  dining  FY  1992,  the  DoD  still 
eaqiended  about  ^.1  nullion  more  than  neces¬ 
sary  for  cargo  sh^ments  to  overseas 
de^inadons. 

The  auditors  recommended  amending  die 
reguladrm  to  require  payment  of  air  tranqior- 
tadon  costs  shipping  organizadons  on  all 
shipments  not  submitted  to  the  air  dearance 
pr/vesc  Management  taunmealswiMe  not  fillly 
respondve  and  merdadon  is  in  progress. 
(OAIG-AXJD  94-148) 

Defense  Base  Realignment  and  Closure 
Budg&  Data  tor  McGuire  Air  Force  Base,  New 
Jersey,  Barksdale  Air  Force  Base,  IxAti^ana; 
and  fyrchild  Air  Force  Base,  Wa^ington 

The  Air  Combat  Command,  the  Air  Molnlity 
Command  (AMQ  and  the  Air  Rnce  Reserve 
could  not  siqiport  or  justify  base  realignment 
and  closure  mSitary  constnictkm  requirements 
and  costs  for  IS  of  the  31  military  construction 
prefects  associated  with  the  dosure  of  K.L 
Sawyer  Air  Force  Base.  As  a  result,  12  of  the  15 
projects,  valued  at  $106.7  miHkm,  were  based 
oa  unsupported  requirements  for  $104.7 
million,  and3  of  the  15  prefects,  valued  at  $263 
million,  were  ccmipletely  unsui^KHted. 


The  AMC  could  not  justify  the  requiremente 
for  the  construedon  renovation  of  dormi¬ 
tories  valued  at  $283  nullion  at  McGuire  Air 
Rirce  Base.  Also,  nine  renovadon  projects, 
valued  at  $202  x^on,  were  overrated  1^ 
$14.7  million,  and  the  remaining  $53  milfion 
was  unsiqqxnted.  In  addition,  the  AMCladced 
adequate  dat?  to  support  two  planned  family 
houdngprcjects,  valued  at  $63.6  nullion. 

The  auditors’  recommendadons  mduded 
cancelling  and  suspending  base  realignment 
and  dosure  projects  fundm^  as  apprc^iriate; 
hn^dementhig  procedures  to  adequatdy  vali¬ 
date  the  base  realignment  and  dosure  esd- 
mates;  suspending  funding  for  McGuire  Air 
Force  Base  dormitories  and  suspending 
to  construct  militaxy  fanufy  housing  pencBi^ 
die  results  of  a  site  survey  and  economic 
analysis  at  McGuite  Air  Force  Base.  The 
auditors  worked  dosefy  with  management  to 
resolve  Ae  issues  on  each  project,  and 
numerous  adjustments  were  made  to  the 
original  fadlify  plans.  (OAIG-AUD  94-1"^) 

United  States-G&man  Wartime  Host  Nation 
Support  Agreem&tt 

Due  to  the  severe  restriedons  on  the  h^ 
nation  support  to  be  provided  in  ccmdngendes 
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not  mvolving  hostilities  on  German  soil, 
ccmtinuing  need  for  the  Agreement  in  its 
aurent  form  is  questionable.  Continuation  of 
the  Agreement  cost  DoD  at  least  $290 
millioafctfFY  1995  througJiFY2000.  The  costs 
indvdft  the  operation  and  maintenance  of  the 
program  and  die  procurement  of  materiel 
resultingfrom  dianges  to  the  German  Ikbles  of 
Organization  and  Equipment. 

The  auditors  recommended  terminating  the 
Military  Implementing  Technical  Agreement, 
catieeHing  the  related  outstanding  procure¬ 
ment  actions  and  renegodating  support  from 
the  German  armed  forces.  Mmiagement 
comments  were  general^  responsive;  however, 
additional  enminents  are  requested  on  some 
unresolved  issues.  (QAIGAUD  94194) 

Hotel  Thayer,  U.S.  Military  Academy,  West 
Point,  New  York 

The  objectives  of  this  congressional^ 
requested  audit  were  to  determine  whether  the 
ded^n  to  contract  for  renovation,  e^ansion 
and  operation  was  appropriate;  and  to  evaluate 
the  solicitation  and  contractor  selection 
process.  The  hotel  needs  renovation;  however, 
the  proposed  renovation  and  esqiansion 
project  exceeded  the  needs  of  the  Acade^ 
and  was  based  on  overfy  opdmisdc  financial 
projections.  S  the  Army  Community  and 
Family  Support  Center  awarded  the  proposed 
contract,  the  Army  Morale,  Wel^e,  and 
Recreation  Fhnd  would  face  a  potential 
liability  of  $48  million  if  the  developer 
defaulted  during  or  after  constructioxL  The 
audit  showed  that  since  reopening  of  competi¬ 
tion  as  a  result  of  the  Army  Review  Board 
yfcnmtngT^datinn  in  1990,  appropriate  evalua¬ 
tion  and  selection  procedures  were  f oUowecL 

The  auditors  recommended  cancelling  the 
request  for  proposal  to  renovate,  ^qpand  and 
operate  Hotel  'Hiayer  or  modify  the  recpiest  to 
eliminate  or  greatfy  reduce  the  risk  to  the  Army 
Morale,  Wel&re,  and  Recreation  Fund;  and 
performing  an  in-depth  analyds  of  other  less- 
costfy  ahemadves.  Management  noncon- 
curred,  and  additional  comments  were 
requested.  Based  on  the  report,  the  House 
Armed  Services  Committee  disapproved  the 
concept  of  a  $48  million  guaranteed  bond  for 
the  project.  The  House  Armed  Services 
Committee  Morale,  Welfare,  and  Recreation 
Panel  has  voted  to  approve  no  more  that  $25 
million  in  nonappropriated  funds  for  renova¬ 
tion  of  the  Thayer  Hotel  (OAIG-AUD  94-196) 


Repair  Parts,  Tools  and  Equipment 

An  audit  found  that  III  Corps  and  Fort  Hood 
generally  established  effective  procedures  to 
control  and  stodc  repair  parts  and  to  acquire, 
account  for  and  maintain  tods  and  equipment. 
However,  there  was  a  need  for  more  effective 

procedires  to  ensure  proper  stocky  of  repair 

parts  for  mission  needs.  The  audit  identSed 
$193  million  in  potential  monetary  benefits. 

The  auditors  recommended: 

^  a  demand  anafysis  and  a  recomputation  of 
aU  requisition  objectives  for  ^op  stock 
and  authorized  stockage  list  repair  parts; 

«  the  elimination  of  requisitioning  obje¬ 
ctives  for  non-demand  nonsupported 
repair  parts  for  which  the  need  cannot  be 
verified;  and 

®  periodic  reviews  to  identify  excess  parts. 

The  command  agreed  with  the  recommenda¬ 
tion  and  the  potential  monetary  benefits. 
(AAA  WR  94-6) 

Family  Housing  and  Allowances 

An  audit  found  the  U.S.  Army,  Europe  and 
Seventh  Army  adequatefy  mailed  its  family 
housi^^g  inventory  to  maintain  the  hipest 
possible  occupancy  rates  by  military  fm^es. 
Procedures  were  effective  for  reducing  foe 
housing  inventory  as  requirements  for  housing 
dropped.  There  was  a  need,  however,  to 
include  civilian  employees  in  foe  requirements 
computations  to  ensure  the  housing  inventory 
was  not  reduced  too  much.  Management  of 
family  housing  fumishings  and  procedures  and 
controls  over  quarters  and  allowances  paid  to 
civilian  employees  were  inadequate.  The  au^ 
identified  about  $373  million  in  potential 
monetary  benefits. 

The  auditors  recommended  that  foe 
command: 

®  allow  dvilians  to  occupy  excess  Govern¬ 
ment  housing  and  include  dvilians 
authorized  housing  allowances  in  the 
requirements  determinations; 

®  review  foe  methods  for  calculating 
fiimishing  requirements;  and 

®  compfywith  documentation  requirements 
when  paying  housing  allowances. 

Management  did  not  fulfy  agree  with  foe 
recommendations  but  agreed  with  foe 
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potential  monetary  benefits.  The  disagree¬ 
ments  are  being  restdved  through  the  official 
command-repfy  process.  (AAA  NR  94-220) 

Recoverable  Engine  Items 

An  audit  was  conducted  to  determine 
\^ether  job  routed  recoverable  engine  items 
were  effectivefy  managed.  The  audit  found  th^ 
Air  Lo^sdcs  Center  personnel  did  not  repair 
engine  components  in  accordance  with  the  job 
routed  concept  for  37  of  the  78  item  reviewed. 
Based  on  a  statistical  sample,  the  auditors 
estimated  that  maintenance  personnel  requi^ 
tioned  items  worth  $6.7  million  that  could  have 
been  repaired  under  the  job  routed  concept  for 
$3.4  million-  Consequent^,  the  Defei^ 
Buaness  Operations  Rmd  could  unnecessarily 
spend  at  least  $16.9  million  over  the  next  6 
years  to  requisition  items  that  could  be 
repaired  under  the  job  routed  concept 

Management  agreed  widi  the  results,  and 
actions  planned  were  considered  responsive. 
Management  also  agreed  that  potential 
monetary  benefits  may  occur,  but  could  not 
determine  an  amount  until  after  corrective 
actions  are  taken.  (AE^  93062014) 

Emergency  Telephone  Systems  and  24-Hour 
Resportse  Centers 

An  audit  vms  conducted  at  15  Air  FOTce  bases 
to  evaluate  the  ^ectiveness  and  effidency  of 
emergency  telephone  systems  and  24-hour 
response  centers.  Overall,  the  qstems  and 
centers  were  generally  dfecfive.  However, 
opportunities  exist  to  provide  more  econonuc 
and  efficient  service.  Base  commanders 
maintained  separate  emergency  communica¬ 
tion  centers  that  were  inefficient  and 
dujdicated  emergency  communication 
services.  An  estimate  $23.5  million  (»uld  be 
saved  over  the  6-year  defense  plan  if  bases 
consolidated  fn*e  and  security  pofice  conmi^ 
cation  centers.  Hirther,  base  communication 
managers  need  to  improve  telephone 
communication  services  for  effective 
emergency  reporting.  In  addition,  base 
hnspitak  provided  emergency  medical  services 
after  normal  duty  hours  t^t  uimecessarily 
dujdicated  potential  capability  within  the  fire 
protection  serrices. 

Management  agreed  with  the  finding  and 
planned  corrective  actions  were  centered 
responsive.  Management  deferred  a  dedsion 
on  the  $23.5  million  associated  with  consoli¬ 


dating  fire  department  and  security  police 
communication  centers  until  die  concept  of 
operations  is  developed,  a  cost  benefit  analysis 
is  accomplished  and  a  test  at  a  large  and  small 
base  is  complete.  (AFAA.  93054019) 

Major  Acquisition 

Acquisition  of  the  Advanced  Field  Artillery 
System  (AFAS) 

An  audit  n-ring  the  Program  Management 
Element  audit  approach  idendfi^  the 
following  deficiencies. 

The  Army  was  confinuing  the  development  of 
the  AFAS  and  other  major  ^sterns,  «^h  were 
estimated  to  cost  $71.4  billion,  despite  its  own 
interactive  muki-^tems  analyses  that 
questbned  the  ^terns’  contributions  to  total 
force  effectiveness  and  affordability.  As  a 
result,  the  Army  could  incur  substantial  costs 
for  systems  that  may  not  add  significandy  to 
total  force  effectiveness  at  projected  funding 
levels. 

The  scope  of  the  Cost  and  Operational 
Effectiveness  Ansy^sis  (COEA)for  theAE4S 
Program  was  limit^  As  a  result,  the  COEA 
that  was  being  developed  will  not  provide  ^ 
Defense  Acquirition  Board  the  information 
necessary  to  determine  whether  the  pregram  is 
the  most  cost  and  operationally  effective 
solution  to  DoD  deficiencies  in  artillery 
systems. 

The  auditors  recommended  that  manage¬ 
ment  improve  the  {uecess  for  determining  the 
force  effectiveness  and  affordability  of  the 
Am^s  systems  and  determining  the  cost  and 
operational  effectiveness  of  the  AFAS. 
Management  nonconcurred,  and  additional 
comments  were  requested.  (OAIG-AUD 
94-111) 

The  Coordination  of  Quantitative 
Requirements  for  Anti-Armor  Mimitions 

The  Office  of  the  Joint  Chiefs  of  Staff 
initiative  to  develop  a  DoD  Instruction  that 
provides  guidance  to  the  Military  Services  for 
determining  their  monition  requirements  is 
commendable.  The  initiative  stemmed  from 
the  use  of  inconsistent  methods  by  the  Milit^ 
Services  for  determining  their  quantitative 
requirements.  Specificity,  the  Military 
Services: 
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*  used  three  different  methods  for 
detOTnining  quantitative  requirements 
for  munitions; 

*  incorporated  incondstent  threat  esti¬ 
mates  into  dieir  processes  for  determining 
requirements  for  munition^ 

*  deaded  on  thmr  diare  of  the  threat 
targets  with  little,  if  any,  coordination 
among  themselves; 

*  applied  (hfferent  defeat  ciitmia  to  ^edfy 
the  numbers  of  enemy  ^tems  that 
needed  to  be  killed  to  achieve  victory;  and 

”  used  inconsistent  factors  to  account  for 
enemy  systems  diat  would  be  damaged, 
subsequently  repaired  and  returned  to  the 
battle.  As  a  resi^  the  accura^  of  the 
quantitative  requirements  of  the  Military 
Services  for  munitions  was  questionable. 

The  auditors  recommended  that  the 
proposed  Instruction  for  determining  quanta 
tadve  requirements  for  munitions  provide  for 
critmia  to  guide  the  Military  Services  in  thw 
selection  of  a  method  for  determining 
quantitative  requirements  for  munitions  and 
for  the  uses  of  threat  estimates  that  are 
cnnsktent  among  the  hfifitaiy  Services,  target 
shares  that  are  coordinated  among  the  I^tary 
Services,  defeat  criteria  that  are  conristent  for 
all  Military  Services,  and  factors  that  are 
consistent  among  the  Military  Services  and 
validated  by  the  Defense  hiteO^ence  Agen^ 
to  account  for  the  abiH^  of  an  miemy  to  repair 
damaged  systems  and  return  them  to  the  bsdtle. 
Management  comments  Were  partially  respon¬ 


sive,  and  additional  comments  are  requested. 
(OAIG-AUD  94-129) 

Review  of  the  V-22  Aircraft  Program 

The  Program  entered  Engineering  and 
Manufacturing  Development  (EMD)  without 
proper  authorization,  a  Defe^  A^uiddon 
Board  (DAB)  review,  a  vafidated  requirement 
or  a  valid  acquirition  program  baselme.  Also, 
the  Navy  made  major  program  dedrions 
without  formal  review  the  OSD  or  docu¬ 
mented  approval  by  the  Defense  Acquisition 
Executive  ^AE).  Although  the  time  allowed 
to  prepare  for  the  Milestone  II-PIus  DAB 
review  was  limited,  documentation  required  by 
the  DAE  for  the  review  was  reasonable  and  the 
review  had  the  potential  to  correct  deficiencies 
noted  in  the  report,  induding  a  lack  of  current 
program  documentation.  The  DAE  postponed 
and  resdieduled  die  Kfilestone  n-Phis  review 
for  Septembm^  1994. 

The  auditors  initially  recommended 
postponing  definidzation  of  the  EMD  contract 
and  limiring  obligation  of  contract  funding  to 
no  more  tiian  the  FY  1993  and  prior 
appropriations  un^  the  DAB  Milestone  IIPlus 
review  is  held  and  the  DAE  chooses  the  as 
the  alternative  to  meet  vafidated  requirements. 
Management  nonconcurred  with  the  draft 
report  recommendations;  however,  manage¬ 
ment  proposed  accqitable  alternative  correc¬ 
tive  actions,  and  the  IG,  DoD,  no  longer 
questions  definithting  the  EMD  contract. 
(QAIG-AUD  94-131) 


V-22  Aircraft 
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DoD  Acquisition  Information  Management 

The  DoD  acqui^tion  mfonxiation  manage¬ 
ment  is  firagmented  among  OSD  and  DoD 
components  and  by  program  acquisition 
categories.  FerioAc  program  performance 
measurement  and  status  reporting  is  required 
only  on  major  Defense  acquisition  programs. 
As  a  result,  the  OSD,  the  M^ary  Departments 
and  program  executive  officials  relied  exces- 
wefy  on  program  reviews  and  briefings  instead 
of  on  a  management  information  process.  The 
process  of  idendfyi^  risks  and  implementing 
corrective  actions  is  lengthened  by  using  the 
current  ^stem;  performance  measurement 
and  reporting  are  impeded. 

The  auditors  recommended  improving  state 
of  the  art  information  management  and  da^ 
administration  programs  for  the  DoD  acquisi¬ 
tion  system  based  on  a  sin^e  integrated 
information  system  and  standardization  of  data 
elements.  Management  comments  were 
general^  responsive.  (OAIG-AUD  94200) 

F108  Spare  Engines 

A  modernization  program  includes  replacing 
en^nes  on400KC-13SA/E/Q  aircraft  with  foe 
more  efficient  and  powerfiil  FlOS  engine.  The 
Air  Force  estimated  116  spare  engines,  costing 
approximate^  S390.2 million,  would  be  needed 
to  support  the  fleet 

An  audit  found  that  management  used  an 
inflated  unscheduled  removal  rate  and 
improper  peacetime  safety  levels  to  compute 
the  requirement  for  116  spares.  As  a  result  of 
the  audit,  management  reduced  the  removal 
rate,  corrected  peacetime  safety  levels  and 
recomputed  the  requirement  Although  that 
action  resulted  in  a  net  reduction  of  ^  spare 
engines,  management  did  not  properly 
compute  wartime  safety  levels  or  correct^ 
summarize  the  total  spare  engine  requirement 
on  the  greater  peacetime  or  wartime  require¬ 
ment.  Therefore,  a  potential  still  exists  to 
reduce  requirements  by  another  20  engines 
valued  at  $67.6  million. 


Cargo  and  Tanker  Aircraft  Wartime  Spare 
Engines 


An  audit  was  conducted  to  determine  the 
accuracy  of  strategic  airlift  and  tanker  aircraft 
wartime  spare  engine  requirements  and 
associated  war  reserve  spare  parts  require¬ 
ments.  The  review  found  that  strate^c  airfift 
and  surveillance  aircraft  spare  engine  req^e- 
ments  were  not  accurate.  Engine  inventory 
managers  used  inaccurate  engine  removal 
rates,  and  operations  and  logistics  jdanners 
provided  unrealistic  aircraft  ufilizadon  rates  to 
compute  wartime  spare  engine  requirements. 
Consequently,  the  easting  number  of  C-5, 
C-141  and  £-3  aircraft  spare  engines  required 
to  be  kept  serviceable  and  ready  to  meet 
wardme  requirements  was  overstated  by  228 
en^es.  resulted  in  $128.9  million  of 
unnecessary  depot  overhaul/repair  require¬ 
ments  for  fiscal  years  1993-1999. 


Management  agreed.  Actions  taken  and 
planned  were  considered  responsive.  Manage¬ 
ment  could  not  validate  the  amount  of  actual 
savings  until  corrective  actions  are  complete. 
(AFAA  92061008) 


Ar6E  tntruders 

Other  Acquisition 


Detecting  and  Ranging  Sets  forASE  Aircraft 

An  audit  was  conducted  to  detennine 
whether  planned  acquisitions  of  retrofit  kits  for 
the  A-6E  aircraft  detecting  and  ranging  sets 
were  justified.  The  audit  found  that  foe  Naval 


Management  agreed.  Management  actioxis 
taken  or  plaxmed  were  considered  responsive. 
While  management  reduced  spare  engine 
requirements  by  $98 J5  million  during  foe  audit, 
they  could  not  validate  the  remaining  $67.5 
mijlinn  imtil  corrective  actions  are  complete. 
(AFAA  93061025) 
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Aviatioa  Siip|dy  Office  (ASO)  <fid  not  cancel 
the  retrofitting  contract  even  though  fiie 
contract  was  no  longer  benefidaL  Cancelling 
the  contract  would  make  appronmatefy  $36.4 
maiinn  available  for  reuse. 

In  Septmnber  1993,  die  Secreta^  of  Defen^ 
agreed  with  the  Navy  plan  to  retire  the  entire 
fleet  of  A-6E  aircraft  by  fiscal  year  1999,  and 
later  in  September  1993  the  ASO  terminated 
the  retrofitting  contract  and  reallocated  nearfy 
$30.6  TniBiftn  for  other  needs.  The  ASO  agreed 
that  another  $5.8  million  may  be  reallocated 
nhenn^otiation  of  the  contract  termination  is 
complete.  (NAVAUDSVC048-N.94) 

Quack-Reaction  Report  on  the  Reliability  of  the 
M17  Series  and  M40  Chemical  Protective 
Masks 

This  audit  was  the  result  of  a  Hotline 
conq)laint  concerning  die  serviceabifity  and 
int^ty  of  fielded  dhiemical  protective  masks. 
This  report  is  the  second  of  three  firom  the 
audit  It  addresses  the  need  ft>r  solders  to 
perform  Prevendve  Maintenance  Checks  and 
Services  (PMCS)  property  and  roi^ety  on 
rhmr  masks  and  report  any  mmntenance 
problems.  The  condidon  of  the  chemical 
protective  masks  could  tignificandy  hinder 
readiness  for  fii«»-mir.al  and  biological  defense. 


The  auditors  recommended  testing  of  fielded 
masks  and  taking  vaiious  measures  to  ensure 
that  soldiers  perform  unit-level  PMCS 
properly  and  routinely.  Management 
comments  were  not  fiiHy  reqiontive  and 
additional  comments  are  requested. 
(QAIG-AUD  94154) 


Audit  Policy  and  Oversight 


The  Office  of  die  Astistaut  Inspector  ^neral  for 
Audit  Poli^  and  Overtight  provides  polity  for  and 
over^ht  of  die  internal  audit,  intmnal  review  and 
nonappropriated  fimd  audit  activities  within  the  DoD. 
The  office  also  eiipmided  extentive  efforts  on  planning 
coordinating  and  providing  technical  assistance  to  the 
DoD  audit  organizations  on  the  Chief  Financial 
Officer’s  au<£t  function;  served  as  (he  focal  pmnt  on 


matters  related  to  die  Federal  Managers’  Financial 
Integrity  Act;  served  as  the  liaison  to  the  Fretident’s 
Council  on  Integrity  and  Effimency  (PCEE);  and 
managed  the  OIG,  DoD,  ethics  program. 


The  following  actions  were  accompfitiied  during 
diis  period: 


Report  on  the  Oversight  Review  of  Timeliness 
of  Management  Re^onse  to  Draft  Audit 
Reports  or  Tentative  Findings  (APO  94-010) 

The  objectives  of  the  review  were  to  deter¬ 
mine  the  adequa^  of  policy  and  procedures  of 


Chemical  Warfare  Gear 


1-13 


the  four  DdD  central  internal  audit  organi¬ 
zations  fw  obtaining  management  comments 
to  draft  audit  rq>orts  or  tentative  findings  for 
reports  pubfish^  during  FY  1993,  and  the 
degree  to  vriiich  management  provide  pronq>t 
repfies.  Policies  and  {vocedures  were  adequate 
for  obtaining  management  responses  in  a 
timefy  manner.  The  degree  to  u^h  manage¬ 
ment  responded  pnmiptly  needed  improve¬ 
ment  Of  tile  498  reports  published,  170  were 
delayed  because  management  did  not  obsen^ 
deadlines  for  providing  comments.  Eadi  audit 
organization  needs  to  use  the  option  of 
publishing  rqxnts  without  management 
comments  vtiien  deadlines  are  not  observ^ 
and  there  is  no  clear  indication  a  response  is  in 
process. 


Hodine  hvestigation  -  Kansas  NadonsJ  Guard 
(APO  94-012) 


A  Hotline  comidaint  resulted  in  allegations 
of  mismanagement  and  waste  of  training  funds 
by  the  Kansas  Army  National  Guard 
(KARNG)  at  the  end  of  FY  1993  and  supines- 
si(m  of  an  Internal  Review  Report  on  the 
matter.  We  sul»tantiated  the  allegation  that 
waste  of  training  funds  lik^  occurred.  That 
was  reported  in  a  "consulting  report"  prepared 
by  tile  KARNG  Internal  ^view  Office.  The 
report  was  only  issued  to  the  requestor,  «Udi 
probsdify  led  to  the  perception  tiiat  the  report 
was  suppressed.  The  results  were  contmned  in 
the  audit  working  papers,  and  there  was  no 
intBcarinn  that  the  report  had  been  mo<fified  in 
any  way  because  of  external  pressure.  Our 
report  contains  recommendations  to  the  Chief 
National  Guard  Bureau,  regarding  the  release 
of  the  hitemal  Review  "consulting  report"  and 
correction  of  the  defkiendes  that  prompted 
the  complaint. 


Oversight  Review  of  the  Adequacy  of  Testing 
the  Reaiabiiity  of  Computer  Evidence  in  Audits 
(APO  94-013) 

The  review  was  undertaken  to  ensure 
auditors  of  the  DoD  mtemal  audit  organiza¬ 
tions  demonstrated  a  knovtiedge  of  profes¬ 
sional  auditing  standards  governing  reliability 
assessments  of  computer-generated  data  and 
understood  the  process  and  dedsion  points  for 
conducting  those  assessments.  We  found  that, 
for  30  audks  evaluated,  the  auditors  demon¬ 
strated  a  knovriedge  of  professional  auditing 
standards  and  generally  understood  the 
process  and  decision  points  for  perfomung 
reliability  assessments.  We  made  no  formd 
recommendations. 


CantiniMng  Review  of  Audit  Reports  issued  by 
the  Army  Audit  Agency  (APO  94-014),  Nava! 
Audit  Service  (Am  94-016)  and  the  Air  Force 
Audit  Agency  (APO  94-017) 

Ihe  FY  1994  continuing  review  of  the  audit 
reports  issued  by  the  central  internal  audit 
organizations  was  examined  to  determine 
vriiether  evaluations  of  internal  controls  wne 
rqxirted,  to  determine  whether  the  undertying 
causes  of  deficiendes  were  identified  and  to 
assess  the  timeliness  of  completed  audit 
reports.  Generally,  the  Army  Audit  Agency 
report  presentations  were  excellent  for  the 
areas  covered  by  our  review.  Our  examination 
was  conducted  on  a  deric  review  basis.  We 
examined  25  of  56  formal  audit  repo^  ipued 
by  the  Naval  Audit  Service.  Information  in  the 
reports  dealing  with  the  audit  criteria  and 
entity  was  uimormty  well  presented.  The 
readability  and  clarity  of  reports  could  be 
enhanced  by  inqiroved  presentation  of 
obgectives/conchisions.  We  d^  reviewed  41 
audit  reports  issued  by  tiie  Air  Force  Audit 
Agency.  Report  presentations  were  generally 
excellent.  We  found  one  report  lacked  a 
conclurion  for  one  announced  objective,  and 
three  other  reports  ladced  sufficient  de^rqi- 
tive  data  to  judge  the  relevance  of  the 
conditions  reported. 

Report  on  the  Extemai  QuaiiN  Control  Review 
of  the  Defense  Inteiiigence  Agency  Inspector 
Generai  Audit  Organization  (APO  94-015) 

Objectives  were  to  evaluate  the  adequaqr  of 
the  adherence  to  applicable^  DoD  and 
Government  Auditing  Standards  in  the  area  of 
independence,  au(£t  policies  and  procedure^ 
anmial  audit  planning,  quality  assurance,  audit 
performance  and  training.  The  organization 
had  established  an  effident  and  effective 
internal  audit  {vogram.  Additional  improve¬ 
ments  could  be  implemented.  Personnel 
practices  were  modified  through  the  efforts  of 
tiie  audit  organization,  but  it  needed  to  request 
formally  the  elimination  of  potential  impw- 
ments  to  independence.  Report  presentation 
and  darity,  the  completeness  of  working 
papers  and  modifying  the  timing  of  Indhidiud 
Development  Plan  preparation  needed 
improvement 

C/i/ef  Financiai  Officers  Act 

1b  assure  consistency  in  CTamining  and 
reporting  on  the  review  of  financial  statement^ 
we  partidpated  in  meetings  with,  and  coordi¬ 
nated  on,  actions  mvolving  the  General 
Accounting  Office  (GAO),  the  Under 
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Secretary  of  Defense  (Comptroller)  and  the 
four  DoD  internal  audit  organizations.  We 
prepared  the  response  to  the  GAO  on  their 
review  of  the  Air  Force  FY  1992  financial 
audits  and  also  prepared  comments  for  the 
Conq>troQer  on  draft  form  and  content 
guid^ce  to  be  foUowed  in  preparing  financial 
statements.  Discusdons  were  held  with  Under 
Secretary  of  Defense  (Comptroller)  personnel 
to  resolve  policy  differences  on  management 
representation  letters  and  also  with  personnel 
from  the  Office  oi  General  Counsel  to  resolve 
issues  relative  to  legal  representation  letters. 

Analysis  And  Followup 

The  Assistant  Inspector  General  for  Analysis  and 
Followup  (AIG-AFU)  provides  policy  for  and 
oversight  of  the  audit  followup  progranis  of  the 
Military  Departments  and  Defense  Agencies. 

All  DoD  conq)onents  are  now  foUou^ 
congressional,  OMB  and  DoD  followup  require¬ 
ments.  The  DoD  recognizes  that  constant  empha^  on 
improvement  is  necessary  in  such  a  difficult,  complex 
area,  and  the  AIG-AFU  continues  to  work  with  the 
components  to  improve  practices  and  procedures  for 
resolving  disputed  internal  audit  recommendations 
and  documenting  and  verifying  completed  manage¬ 
ment  actions. 

INTERNAL  AUDIT  FOLLOWUP 
STATUS  REPORT  (Department  of 
Defense)  _ 

This  section  ixq>lements  the  reporting  require¬ 
ment  in  the  Inspector  General  Act  Amendments  of 
1988  on  the  status  of  audit  followup  efforts. 

The  AIG-AFU  and  the  Military  Departments 
operate  systems  to  ensure  that  an  authoritative 
decision  is  made  on  vdiat  will  be  done  in  response  to 
each  audit  finding  and  recommendation.  Edubits  la 
and  lb  (page  1-16)  display  the  results  of  the  process. 

The  DoD  policy  requires  tracking  every  agreed- 
upon  action  until  its  completion  is  documented. 
Summary  results  in  Erdiibit  2  (page  1-17)  reflect  only 
agreed-upon,  documentable  monetary  benefits.  The 
OIG,  DoD,  cautions  that  quantifiable  monetary 
benefits  adwved  through  internal  audits  are  but  a 
partial  measure  of  the  audit  program’s  impact.  The 
majority  of  internal  audit  reports  yieldbenefits  that  are 
not  readify  quantifiable,  such  as  improved  safety, 
internal  controls,  implelmentation  of  laws  and 
regulations,  reaffiness  and  organizational  effec¬ 
tiveness. 


eCTERNAL  AUDIT  FOLLOWUP 
STATUS  REPORT  (General 
Accounting  Office) _ 

The  AIG-AFU  performs  the  central  liaison 
services  for  the  DoD  with  the  GAO.  Services  include 
staffing  GAO  announcements,  resol>dng  access  to 
records  problems,  informing  the  Secretary  of  Defense 
and  other  DoD  managers  of  GAO  activify  and 
ensuring  prompt,  eiqplicit  agency  repUes  to  GAO 
findings  and  recommendations.  The  AIG-AFU 
processes  GAO  announcements  and  draft  or  final 
reports.  In  addition  to  staffing  GAO  announcements 
and  reports,  the  AIG-AFU  tracks  the  status  of 
agreed-upon  DoD  actions  in  response  to  GAO 
reports.  The  Department  of  Defense  components 
reported  the  cx^mpletion  of  action  on  164  recommen¬ 
dations.  Action  on  159  agreed-upon  recommendations 
was  m  progress  as  of  September  30, 1994. 

Considerable  effort  is  made  by  the  GAO  and  the 
DoD  audit  staffs  to  avoid  duplication— a  requirement 
of  the  Inspector  General  Act.  To  that  end,  the 
Congress  is  urged  not  to  request  GAO  reviews  that 
would  overlap  planned  or  ongoing  au^ts  by  DoD 
internal  auditors.  The  OIG,  DoD,  also  recommends 
that  requestors  of  GAO  reviews  allow  the  GAO  to 
provide  draft  reports  to  the  DoD  for  comment.  That 
step  is  a  norm^  and  useful  Government  auditing 
standard  that  ensures  better  accuracy  in  the 
information  provided  to  the  Congress. 

SIGNIFICANT  INCOMPLETE 
CORRECTIVE  ACTIONS  _ 


The  DoD  managers  devote  time  and  resources  to 
implementing  OIG,  DoD  and  GAO  recx)mmentations. 
Hundreds  of  agreed-upon  correc-  tive  actions  are 
tracked  by  the  AIG-AFU  and  are  carried  out  in  a 
timely  manner,  but  instances  of  slippage  or  incomplete 
implementation  do  occur.  For  example: 

Cross-Disbursement  Acxrounting 

The  lack  of  uniform  financial  information  and 
systems  has  caused  serious  problems  in  account^  for 
cross-disbursements,  payments  by  one  organization  on 
behalf  of  another.  Since  the  fall  of  1990,  the  DoD  has 
been  working  on  the  development  of  a  single  budget 
and  accounting  classification  code  structure  to  bring 
DoD  accounting  systems  into  uniformity  and  eliminate 
the  major  causes  of  cross-disbursement  accounting 
problems.  (GAO  AFMD-91-9) 
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EXHIBIT  la 

DECISION  STATUS  OF  INSPECTOR  GENERAL  ISSUED  REPORTS 
WITH  QUESTIONED  COSTS 
ollar  values  In  thousands) 


C.  For  ?  twanagftmftnt  deckinn  was  made  during  the  reporting 

peiiod. 

^  dollar  value  of  dbaDowed  costs. 
fH'l  dollar  value  of  costs 


D.  Fnr  yhidi  tip  managwnftnf  deckimi  has  been  made  by  the  end  of  the 
repordng  period 

PeportS  fo**  iirt  management  dedaon  was  made  widiin  6  months 

of  issue.^ 


Militaiy  TVpyr^^nfg  algn  rftpfMt  no  infernal  audit  reports  over  6  months  old 

^  Qa  certain  reports  with  audit  estimated  monetary  benefits  of  $1.6  million,  it  has  bera  agreed  diat  die  resulting 
onetarv  benefits  rmlvtv*.  asrimared  after  completion  of  matiapeipent  action,  is  ongoing. - 


EXHIBIT  1b 

DECISION  STATUS  OF  INSPECTOR  GENERAL  ISSUED  REPORTS 
WITH  RECOMMENDATIONS  THAT  FUNDS  BE  PUT  TO  BETTER  USE 
ollar  values  in  thousands! 


A.  tin  management  deciaon  hadbeoimadeby  thcbeginninp 
of  the  reporting  period 

B.  Which  were  issued  during  the  rqiorting  period 

Subtotals  (A  +  B") _ _ _ 


Q  For  vdiich  a  management  decisitm  was  made  during  the  reporting 
period. 

(Q  ddlar  value  recommendations  that  were  agreed  to 
managmnent: 

•  based  on  proposed  managmnent  action. 

-  based  on  proposed  lepslative  action. 

(H)  Hollar  value  of  recommendations  that  were  not  agreed  to  by 
management. 


D.  Forwhidmomana^mentdedsionhasbeenmadebytheendofthe 
rqiorting  period 

Rqiorts  for  vdiich  no  management  decision  was  made  widiin  6 
months  of  issue.^ _ _ _ 


On  cmtain  r^Kirts  wkh  audit  estimated  monetary  bmiefits  of  $966  million,  it  has  been  agreed  that  the 
esuhing  monetary  ben^ts  can  only  be  estimated  after  conqiletum  of  managmnent  action,  which  is  ongoing. 
JIhe  MUitaiy  Departmmits  also  report  no  undedded  internal  audit  reports  over  6  months  old 
OIG  Report  94-019.  DDG-51  Destrover.  December  10, 1993.  accounted  for  $43  billion  of  rtia  amnnnt- 
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EXHIBIT  2 

STATUS  OF  ACTION  ON  CENTRAL  INTERNAL  A( 

JDITS 

Number  of 

Questioned 

Funds  Put  to 

Status  of  Action 

Reoorts 

Costs^ 

Better  Use 

IG,I>oD 

Action  in  Progress  •  Beginning  of  Period 

178 

9^3 

$4,432,171 

Action  Decided  -  During  Period 

125 

87 

877,280 

Action  Completed  -  During  Period 

110 

2,150 

1,157,503 

Action  in  Progress  •  End  of  Period 

1S3 

2,433 

3,744,973 

Nfilitary  DqKirtments 

Action  in  Progress  -  Beginning  of  Period 

441 

— 

9,604,141 

Action  Dedded  -  During  Period 

168 

— 

1,012345 

Action  Completed  -  During  Period 

200 

— 

2,743392 

Action  in  Profitess  -  End  of  Period 

409 

— 

X365J77 

International  Cooperative  Research 
and  Development  (ICR&D) 

The  MSitary  Departments  and  Defense  Agencies 
had  not  pursued  ICR&D  programs,  ^^ch  can  reduce 
dufflicadon  of  weapons  R&D  and  enhance  inter¬ 
operability  and  standardimtion.  The  Office  of  the 
Secretary  of  Defense  had  not  centralized  authority  and 
responsibility  for  ICR&D.  The  DoD  regulation  that 
provides  guidance  for  the  establishment  and  manage- 
ment  of  ICR&D  programs,  previous^  recommended 
for  update  by  prior  audits,  h^  been  under  revision  for 
over4years. 

In  June  1993,  the  Deputy  Secretary  of  Defe^ 
established  the  Armaments  Cooperation  Steering 
Committee,  chaired  by  the  Under  Secretary  of 
Defense  for  Acquisition  and  Tedmology,  to  i^ovide 
overset  and  to  assure  appropriate  priority  for 
armaments  cooperation  activities,  as  well  as  to  resolve 
internal  disputes  conceminglCR&D.  The  Committee 
concluded  that  issuance  of  the  ICR&D  regulation 
would  be  premature  and  that  ^dance  would  be 
on  an  interim  basis  as  it  is  developed.  New 
procedures  are  expected  to  be  developed  by  year  end 
and  implemented  by  mid-1995.  (OAIG-AUD  93-009) 

Possible  Violations  of  the  Anti¬ 
deficiency  Act  in  the  C-17  Program 

The  audit  questioned  the  use  of  procurement  funds 
to  finance  sustaining  engineering  costs  that  were 
actualty  development  costs.  Accounting  changes  were 
made  inappropriately  that  resulted  in  additional 
Government  financing.  Those  changes  may  have  also 
resulted  in  violations  of  the  Antideficiency  Act  and  the 


use  of  funds  for  other  than  their  intended  purpose.  The 
questioned  accounting  changes  were  reversed,  and  an 
investigation  to  determine  U  the  changes  resulted  in 
violation  of  law  continues.  (OAIG-AUD  92-046) 

Supply  System  Management 

Li  August  1993,  the  Army  agreed  to  issue  detailed 
guidance  for  the  purchase  of  additive  requirements, 
establish  critical  elements  for  item  managers  and 
supervisors  feat  contained  measurable  performance 
standards  for  evaluation  of  purdmse  decisions,  and 
institute  assessment  of  purchase  decisions  and  their 
review  as  a  part  of  eacfe  National  hiventory  Control 
Point  (NICP)  total  quality  management  program. 

To  date,  two  of  the  NCBPs  have  not  issued  local 
guidance  for  additive  requirements  determination, 
five  of  fee  NICPs  have  not  been  able  to  proride  docu¬ 
mentation  for  item  manager/supervisor  critical 
elements  for  measurable  performance  standards  for 
purchase  dedrion  making,  and  three  have  not  insti¬ 
tuted  any  assessment  of  purchase  dedrions  as  a  part 
of  their  total  quality  management  programs. 
(OAIG-AUD  93-064) 

Hazards  of  Kevlar® 

Keriar  is  one  of  the  Army  aviation  community’s 
most  frequentty  used  advanced  composite  materh^. 
However,  Army  repair  and  disposal  operations 
involving  Kevlar  are  endangering  personnel  and 
threatening  the  environment.  Since  19^  the  Army  has 
taken  several  steps  to  improve  the  guidance  available 
concerning  fee  health  and  safety  procedures  needed 
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during  r^air  of  components  made  of  Keriar.  Action 
to  incorporate  such  guidance  into  appropriate  tedi* 
nical  mamiah  has  been  pending,  however,  rince  Ajnil 
1993.  A  milestone  plan  fca  completing  the  required 
manual  revidons  was  not  available  until  August  1994. 
It  projects  that  all  revidons  will  be  conq)leted  by 
September  1995.  (OAIG-AUD  92-103) 

Environmental  Policy  and  Compliance 

Problems  with  the  DoD  management  of  nuclear 
waste  diq)osal  and  underground  storage  tanks  have 
been  repeated^  identified.  Problems  were  also  identi¬ 
fied  with  tte  Defense  Environmental  Restoration 
Program  and  implementation  of  DoD  environmental 
conq)liance  assessment  programs.  The  D6D  agreed  to 
publish  polides  and  procedures  and  to  ensure 
coiiq)£ance.  The  policies,  procedures  and  compliance 
requirements  were  being  incorporated  into  a  dngle 
D^  enviromnental  directive  and  instruction.  Farther 
sl^page  has  occurred,  and  publication  of  both  the 
environmental  directive  and  instruction  have  slipped 
into  FY  1995.  Recoordinaticm  of  DoD  Directive 
510050,  "Protection  and  Enhancement  of  Environ¬ 
mental  Quality,”  was  initiated  March  18, 19^.  Ihe 
plan  for  a  consolidated  environmental  instruction  has 
been  dropped.  A  series  of  individual  instructions  will 
be  issued.  Issuance  of  the  directive  is  now  anticipated 
during  the  first  quarter  of  FY  1995.  Follow-on  instruc¬ 
tions  are  projected^  completion  by  December  1994. 
(OAIG-AUD  92-011,  GAO  RCED-90-96,  GAO 
NSIAD  92-117) 

Procurement  of  Services  by  Inter¬ 
agency  Agreements  Under  the 
Economy  Act 

The  OIG,  DoD  conducted  several  audite  that 
evaluated  DoD  acquiritionof  suiq)liesandsmvicesby 
interagency  agreements  under  tte  Economy  Act.  The 
DoD  used  ^  interagency  agreements  and  orders  to 
obtain  contracting  support  from  the  Tknnessee  Valley 
AiUhorityand  the  Dq>artment  of  Energy.  The  audits 
disclosed  that  DciD  did  not  estabfish  adequate 
controls  over  Economy  Act  orders  issued  for  goods 
and  services.  The  OIG  recommended  that  DoD 
establish  procedures  to  prevent  the  use  of  Econonqr 
Act  orders  to  cnrcumvent  acquisition  laws,  to  define 
requirements  for  Federal  formation  procesring 
resources,  to  establishatraddng^temfor  the  orders, 
and  to  establi^  controls  over  classified  information. 

In  response  to  OIG  Report  No.  92-069,  on 
January 23, 1992,  the  Director,  Defense  Procurement, 
asked  tiie  Defense  Acquisition  Regulation  (DAR) 
Coundl  to  develop  and  issue  appropriate  changes  to 
the  Federal  Acquisition  Regulation  (E4R)  and  the 


Defense  Federal  Acqiusition  Regulation  Supplement 
(DIARS)  to  implement  tiie  rq)ort  recommendations. 
The  DAR  Coundl  developed  and  promulgated 
revisions  to  tiie  lAR  and  DIARS.  On  February  8, 
1994,  in  respcmse  to  mcnre  recmit  OIG  repents  on  the 
same  subject,  tiie  Secretary  of  Defense  issued  a  policy 
statement  on  the  use  of  ord»s  und^  the  Economy 
Act 

The  Secretary  directed  tiie  Under  Secretary  of 
D^ense  for  Acquisition  and  Technology  (USD 
(A&T))  to  reissue  DoD  Instruction  4000.19, 
"Interservice,  Merdepaitmmital,  and  Interagency 
Support,”  to  incorporate  the  policy  statement  The 
Li^ruction  will  also  establish  the  requirement  for  a 
tracking  ^tem  to  repmt,  on  an  annual  baris,  the 
number  and  associated  dollars  of  Economy  Act  orders 
rdeased  outride  of  DoD.  A  workiiig  group  of  OSD, 
Smvice  and  agency  representatives  was  established  to 
revise  the  D6D  Inkruction.  The  worl^  group  jdans 
to  have  a  draft  readyfor  coordnationin  October  1994. 
A  process  to  track  Econon^  Act  ordos  is  being 
developed.  The  USD(A&T)  was  also  directed  to 
modify  the  DIARS  to  define  the  role  of  the  contracting 
officer  in  the  approval  process  for  Economy  Act 
orders.  (OAIG-AUD  92-069,  93-042,  93-068  and 
944X)8) 

Audit  Annex  Agreements  with  Foreign 
Countries 

In  March  1990,  agreement  was  reached  on  several 
<£^)uted  issues  rdated  to  re^rocal  au^  annexes 
with  foreign  countries.  The  I^ector,  Defense 
Procurement,  will  indude  several  provisions  in  neviy 
n^otiated  agreements  governing  audit  annexes. 
Signed  agreements  with  The  Netherlands,  United 
K^domand  Germanyindude  the  revised  provirions. 
Negotiations  betwemi  France  and  tiie  United  States 
were  conduded  in  June  1993;  final  action  is  dependent 
onresolution  of  translation  differences.  The  Office  of 
the  Director,  Defense  Procurement,  is  also  renegoti¬ 
ating  the  Canadian  procurement  agreement  to 
incorporate  recommended  changes.  A  draft  U5.- 
r*.anaHa  Mmuorandum  of  Understanding  was 
presented  to  tiie  CanadianGovemment  in  June  1994; 
fjanadiaii  review  of  the  draft  Memorandum  of  Under¬ 
standing  and  follow-on  negotiations  are  projected  to 
continue  until  the  end  of 1995.  (OAIG-AUD  89-090) 

Government  Property 

Li  March  1991,  the  Office  of  t^  Deputy 
Comptroller  (Management  Systems)  issued  the 
revised  DoD  7200.10-M,  "Department  of  Defense 
Accounting  and  Reportii^  for  Government  Property 
Lost,  Damaged  or  Destroyed,”  to  require  the  assess- 


ment  of  financial  fiability  Govemmeiit  property 
is  lost,  damaged  or  destroyed  as  a  result  of  simple 
negligence.  A  July  1992 followup  review  revealed  iat 
the  Navy  faQed  to  issue  polkty  and  procedures  to 
implement  the  revisedDotD  7200.10->M.  The  Army,  the 
Air  Force  and  the  DLA  issued  implementing 
guidance.  Staff  efforts  to  resolve  the  la^  of  Na\y 
implementation  were  unsuccessful,  and  the  comply 
ance  issue  was  elevated  by  the  Deputy  Inspector 
General  in  a  decision  memorandum  to  the  Deputy 
Secretary  of  Defense. 

The  Office  of  General  Counsel  (OGC),  DoD, 
reviewed  the  January  4,  1993  Deputy  Inspector 
General  decision  memorandum  to  the  Deputy 
Secretary  of  Defense  and  concluded  that  legal  ba^ 
did  not  to  compel  the  Navy  to  proc^  mth 
implftmcntatinn  of  DoD  7200.10-M.  In accord  with  the 
OGC,  DoD  opnion,  the  Deputy  IG  requested  the 
Under  Secretary  ofDefense  (Qimptrofler)  to  draft  &e 
necessary  regulation  or  other  appropriate  policy 
issuance  for  Secretary  ofDefense  rignature  to  require 
th^t  all  military  personnel  and  D6D  civilians  be  held 
financially  liable  vriien  Government  property  is  lost, 
damaged  or  destroyed  due  to  rimple  negUgence. 

The  DoD  Directive  7200.11,  ‘‘liability  for 
Government  Property  Lost,  Damaged  or  Destroyed,” 
October  26,  1993,  estabKdies  the  property  liability 
policy  and  authorizes  the  publication  of  implementing 
procedures.  The  current  projected  publication  date 
for  implementing  procedures  is  December  1994. 
(OAIG-AUD  84-061) 


Government-Furnished  Property  Plant 
Clearance 


Excess  Government-owned  property  at  contractor 
locations  was  not  property  screen^  for  reutilization 
through  the  Contractor  Inventory  Redistribution 
System  (ORS).  The  Office  of  the  Assistant  Secretary 
of  Defense  (E^oduction  and  Lo^stics)  projected  the 
December  1991  implementation  of  m  agreed-upon 
automated  plant  d^ance  reutilization  process  for 
reporting  excess  property  at  contractor  locations  to 
facilitate  the  identification  andrecovery  of  property  by 
the  Integrated  Material  Managers.  The  Defense 
Contract  Management  Command  (DMDC)  was 
applying  tibe  resources  necessary  to  complete 
inq)lementatbn  of  the  Plant  Clearance  Automated 
Reutilization  Screening  System  (PCARSS).  The 
DCMC  had  initiated  action  to  contract  out  die 


remaining  development  and  deployment  of  PCARSS; 
however,  the  DLA  Informafion  Services  Office  is  now 
completing  development.  Initial  operating  capabihty 
is  now  projected  for  September  1995.  (OAIG-AUD 
90-043) 


William  Unger  Jewel  Bearing  Plant 

The  audit  was  conducted  to  verifynew  information 
provided  in  the  fii^l  management  comments  to  OIG 
Report 91-029.  The  folbwonaudit  confirmed  the  prior 
fitiHing  that  there  is  no  miUtary  requirement  for  the 
quantities  of  jewel  bearings  m  the  order  of  magnitude 
produced  by  the  '^Mlliam  Langer  Jewel  Bearing  Plazit 
and  stoclq^d  by  DoD.  Also,  the  follow-on  audit 
substantiated  the  aucfitors’  position  that  the  Plant’s 
dosimeter  operations  should  not  be  managed  by  the 
DoD.  The  Office  of  the  Under  Secretary  of  Defense 
(Ac^iisition  and  Tbchnolpgy)  generally  agreed  but 
noted  that  a  final  position  on  proce^^  far 
establishing  jewel  bearing  requirements  and  disposi¬ 
tion  of  t^  plant  would  be  detemuned  upon 
completion  of  the  Institute  for  Defense  Analyses 
(IDA)  review  of  jewel  bearing  requirements.  The  BOA 
study  of  National  Defense  Stoclqiiie  requirements  for 
jewel  bearings  has  been  completed.  The  Office  of  the 
Assistant  Seaetaiy  ofDefense  for  Economic  Security 
accepted  the  major  condurions  of  the  study  th^  there 
is  no  longer  a  need  to  stodqpile  jewel  bearings  or 
Tnaintaln  Federal  Acquisition  Regulation  (EAR) 
provisions  requiring  the  Federal  Government 
contractors  to  purdiase  jewel  beari^  from  the  plant. 
Action  has  been  initiate  to  expedite  diqx)sal  of  the 
plant  and  delete  the  app£(^le  FAR  provisions.  Also, 
action  has  been  initiated  to  terminate  management  of 
dosimeter  production  at  the  Langer  facility  by  April  1, 
1995.  (QAIG-AUD  91-029A) 

Undergraduate  Pilot  Training 

The  Navy  requirement  for  helicopter  pilots  to 
receive  fixed-wing  training  before  receiving 
undergraduateheliroi^er  pilot  training  (UHPT)  is  not 
cost-effective  or  effident.  Relocating  the  Navy’s 
UHFT  program  with  the  Army  program  at  Fort 
Rucker,  Alabama,  would  eliminate  inefficiendes.  In 
September  1992,  tiie  Deputy  Inspector  General  and 
the  Assistant  Secretary  of  Defense  (Force  Manage¬ 
ment  and  Personnel)  (ASD(EM&P))  a^eedto  evalu¬ 
ate  two  Defense  Management  Review  proposals 
related  to  the  issues.  The  ASD(EM&P)  issued  the 
study  report  to  the  Deputy  Secretary  of  Defense  for 
decirion  on  December  31, 1992.  The  report  recom¬ 
mended  relocation  of  Navy  UHPT  to^  Fbrt  Ru^er, 
with  the  goal  of  dosing  an  eristing  aviation  training 
base,  and  eliminating  the  use  of  fi:!^-wing  training  to 
select  helicopter  student  pilots  to  be  implemented  in 
conjunction  with  the  Joint  Primary  Aircraft  Training 
System  program.  The  recommendations  were  not 
acted  on  by  ffie  prior  Administration. 

Subsequentty,  in  conjunction  with  his  review  of  the 
Joint  Chiefs  of  Staff  Roles  andMissionReport  in  April 
1993,  the  Secretary  of  Defense  directed  the  Navy  to 
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lead  a  study  oo  consolidadng  UHPT  at  Fort  Rodcer. 
The  Secretary  also  (Greeted  the  Military  Services  to 
consolidate  inirial  fixed-wing  training,  tramation  to  a 
conunon  primary  trainer  aircraft  and  provide  an 
implementation  plan  within  60  days. 

In  May  1993,  die  Dqiuty  Secretary  of  Defeme 
(Greeted  that  boA  actions  address  the  issue  of  using 
fixed-vnng  training  to  sdect  and  train  Navy  and 
Marine  C^rps  potential  hdicoptn  pilots.  Areport  on 
joint  fixed-wing  training  was  issued  in  July  19^.  Die 
Navy  has  not  yet  issued  the  UHPT  study.  A  J(nnt 
Undergraduate  Hlotlhiining  Group  is  evaluating  die 
potential  for  conducting  aU  UHPT  (peradons  at  a 
angje  ate  as  part  of  tte  Base  Realignment  and  Closure 
Commission  process.  (QAIG-AUD  92-063) 

Department  of  Veterans  Affairs 
(VA)/Department  of  Defense  (DoD) 
Medical  Resources  Sharing 

A  1988  GAO  au(]it  identified  three^  major  DoD 
poEcy  defidendes  that  resulted  in  (fisincentives  to 
'NA/DoD  medcal  resources  sharing.  A 19^  followup 
review  determined  that  those  defidendes  had  not 
been  fidfy  corrected  The  GAO  found  a  lade  of 
awareness  (tf  fleabifity  to  negotiate  rates  lower  dian 
total  costs.  The  OfGce  o£  the  Assistant  Secretary  of 
Defense  (Health  Affairs)  (OASDC^))  guidance  was 
issued  in  1989 but  was  never  formalized  Review  found 
that  a  need  still  exists  for  poficy  emreimbursement  rate 
methodology,  as  well  as  overall  program  giudance. 
The  DoD  budget  and  accounting  procedures  on 
retention  of  '\A/D(iD  sharing  funds  by  military  treat¬ 
ment  facilities  ^CTF),  identiGed  by  die  GAO  as  a 
major  sharing  disincentive,  were  found  sdU  in  effect 
The  GAO  also  found  that  legidation  was  needed  to 
authorize  the  D()D  to  use  CEAMPUS  fimds  for  DoD 
benefidary  careattheVAThefollowtp  review  found 
that  DoD  received  the  authority  from  Congress  in 
1990,  but  has  not  yet  issued  required  guidance  to  allow 
CHAMPUS  payment  to  the  VA. 

The  OASD(HA)  plans  to  issue  reinibursement 
poli(y  giudance  have  been  ddayed  pendng  die 
conpledon  (ff  a  funcdonal  {nocess  improvement 
analysis  of  'VA/DoD  diaring.  A  Memorandum  of 
Understanding  enabling  WA  me(£cal  centers  to  treat 
CHAMPUS  benefi(aaries  and  enabEng  the  DoD  to 
rdmburse  with  CHAMPUS  fends  was  signed  in 
Fdiruary  1994.  The  Memorandum  of  Understanding 
has  been  implemented  at  a  prototype  rite;  furdier 
proliferation  is  awaiting  evaluation  of  test  results. 
PubEcation  of  a  comprehensive  D(iD  Instruction  on 
the^WDoD  gharing  pr()gram  hasbeen  delayed  by  the 
functional  process  improvement  analyds;  a  draft  is 
now  projected  for  the  first  quarter  of  FY 1995.  I^e 
DoD  accounting  policies  that  Emited  MTF  sharing 


fimds  retention  wiEbe  inpacted  by  legislatiim  enacted 
inNovember 1993  enabli^MTFs  to  retain  all  mescal 
care  coUections.  The  D^  implementation  of  the 
legislation  is  eqiected  diordy.  (QAIG-AFU  92-03, 
GAOHRD-88-51) 

Primaiy  Care  for  Uniformed  Services 
PRIMO^  and  Navy  Cares 
NAVCAR^  Program 

ThePRIMUS  and  NAVCARE  Program  objectives 
were  not  formalized,  condstent,  monitored,  or  fiiEy 
mmpliafir  with  congresdonal  mandate.  The  D(>D 
should  ed^ahEgh  D(>D-wide  6l:jectives  and  goals  for 
PRIMUS  and  NAVCARE  (Jinics  and  a  DoD-wide 
pr(^am  traddng  ^mn.  The  Dcd?  actions  to 
formulate  polu^  OH  PRIMUS/NAVCARE  cfinics 
have  been  impacted  by  congresdonal  direction  to 
implement  anationwide  mana^d  care  prcigram.  The 
implemmitation  of  the  DoD  TRICARE  program, 
vriiich  includes  capitation  budgeting  and  at-risk 
managed  care  support  contracts,  wiE  eliminate  the 
need  for  PRIMUS/NAVCARR  Howevra,  because 
the  program  has  become  popular  with  the  beneficiary 
population,  the  DtiD  is  obEgated  to  retain  PRIMUS/ 
NAVCARE  until  other  alternatives  for  care  under  the 
TRICARE  umbrella  areavaiMile.  The  QASD(HA)  is 
currentfydevdopingguid^nes  for  Military  Ti’eatment 
Ridlity  commanders  v^iere  PRIMUS/NAVCARE 
duties  are  still  operational  and  a  regulation  that  wiE 

establish  the  fegal  fnnntfatinn  fur  the  cnntiniia- 

tion  of  the  program.  The  regulation  is  projected  for 
complerinn  in  earfy  1995.  A  moratorium  on  estab¬ 
lishing  new  clinics  is  stiE  in  effect  (OAIG-AUD 
90-012) 

Army  Asset  Accounting 

The  Army’s  finandal  managemmit  systems  and 
internal  contritis  wore  not  sufGitient  toprov^e  rdiable 
an<!  adequate  financial  information  to  effectively 
manage  its  diverse  and  conplex  operations.  The  Army 
has  widespread  and  serious  vwsaknesses  in  the  Q^stems 
that  account  for  and  control  its  reported  $346  bSEon 
in  assets.  The  Army  lacks  fitil  (Esdosure  of  aU  the 
production  costs  for  amnninition.  WaE-to-waE  inven¬ 
tories,  in  (injunction  with  the  introduction  of  ^ 
standmd  depot  system  to  correct  the  ammunition 
aocountabiEty  {uoblems,  are  on  hold  due  to  lack  of 
fimding.  Those  weaknesses  leave  the  Army  without 
adequate  assurance  that  many  of  its  assets  are  safe¬ 
guarded  against  waste,  inefficiency  and  losses. 
Although  the  Army  has  been  working  on  accounting 
systems  imp*ovements  since  at  least  1983,  current 
operations  and  systems  stfll  do  not  provide  reliable 
finandal  data.  The  Chief  Finaiuy  Officer’s  5-year 
plan  had  a  target  date  of  October  1997  for  implemen- 
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tation  of  integrated,  enhanced  financial  and 
nonfinanciai  feeder  systrans.  (GAO  AFMD  92-S7  and 
GAO  AFMD  92-82) 


Army  Warranty  Programs 


A 1989  OIG,  D6D,  audit  recommended  that  the 
Army  estabh^pohcy  to  prediide  conflicting  contract 
warranty  dauses,  and  to  determine  the  Government’s 
abifity  tomeetwarranty  requirementsbefore  including 
tiipm  in  warranty  dauses.  A  subsequent  1990  audit 

recommended  that  the  Army  conq>lete  ongoing  action 

to  darify  policy  on  warranty  issues  and  outline  basic 
cost-effectiveness  condderations  for  threshold^type 


wairantks.  The  Am^  agreed  to  indude  the  guidance 
in  a  revised  Army  regulation  inifblfy  targeted  for 
rftmptftrion  in  earty  1990.  Fublicatum  has  now  been 
delayed  more  than  4  years.  The  last  proj  ected  pubfica- 
tion  date  was  October  15,  1994,  but  the  regulation 
remains  unpublished.  (OAIG-AUD  89-103, 90-002) 


Aerial  Target  Systems 

The  OSD  did  not  require  that  tiie  hfilitary  Services 
validate  the  extent  aerial  targets  replicated  thred 
missiles  and  aircraft  and  quantify  target  limitations.  As 
aresult,  the  Mifitary  Services  could  nd  fully  assess  the 
devdopment  or  performance  progress  of  many 
weapon  ^sterns,  and  weapon  performance  hmits 
could  go  undetected  »mHl  d^loyment.  To  correct 
those  defidendes,  the  Office  of  die  Director  of 

Defense  Research  and  En^neering  agreed  to  publish 

D6D  guidefines  on  target  vafidatum  by  August  1992. 
Action  was  ddayed,  however,by  the  creation  of  anew 
Jdnt  'Bargets  Overtight  Council  (JTOC).  In  addition, 
it  was  determined  that  each  Mili^  Service  should 
develop  a  validation  program  for  its  own  targets  and 
that  the  planned  DoD-wide  program  would  appfy  onty 
tojoint  targets.  Current  plmis  c^for  both  the  hfifitaiy 
Service  and  joint  inograms  to  be  approved  by  earfy 
1995.  (OAIG-AUD  92-020) 


Army  Pamphlet  on  Acquisition 
Procedures 

The  Arn^  needs  to  publish  a  pamphlet  on 
acqdtition  procedures.  The  pamphlet  udil  complete 
Army  actions  on  OIG,  DoD,  recommendations 
invnlvKtig  parts  control  (standardization)  and 
mtnpfment  breakout  that  were  made  in  1989  and  1990, 
respectively.  Recommendations  from  a  more  recent 
report  involving  the  acquisition  lessons-leamed 
prc^ram  wifl  alw  be  implemented  by  the  pamphlet 
Staffing  of  tiie  document  has  been  completed,  but 
publication  is  not  e3q)ected  until  early  1995. 
(OAIG-AUD  90-002, 91-018,  and  93-073) 


Financial  Management  Controls  Over 
Progress  Payments 

As  a  result  of  poor  finanrial  controls  identified  in 
an  audit  of  the  Utan  IV  program,  the  Comi^oller, 
DoD,  and  the  Director,  Defense  Procurement,  are 
developing  procedures  to  improve  controls  over 
progress  payments.  The  procedures  will  assure  that 
progress  payments  are  paid  from  appropnations 
representing  the  type  of  contract  effort  performed  on 
imiltiple  appropriation  frmded  contracts.  That  long¬ 
term  effort  will  permit  progress  payment 
<Ssbursements  to  be  recorded  at  the  contract  line  and 
subline  level  and  will  inq>rove  financial  accountability 
controls  over  contract  fimtling  and  disbursements. 
(OIG  Reports  No.  92-064  and  93-084) 


Competitive  Procurement  of  Hover 
Infrared  Suppression  System  (HIRSS) 
Core  Kits 


The  Hover  Infrared  Suppresdon  System  (HIRSS) 
core  kits  were  not  competitively  procured,  as 
prescribed  by  the  Competition  in  Contracting  Act  of 
1984  andDoDDirective 42455,  "Competitive  Acquisi¬ 
tion."  Failure  to  take  timely  action  to  develop  a 
competitive  technical  data  package  resulted  in  a  lost 
opportunity  for  the  Army  to  realize  about  $183  million 
in  savings.  In  December  1991,  the  Army  agreed  to 
imme^ately  begin  the  process  to  procure^  aU 
remaining  HIRSS  requirements  on  a  competitive 
baris.  To  date,  the  Army  has  still  not  issued  a 
competitive  solicitation  for  the  HER  SS  core  kits.  In  the 
meantime,  the  Army  made  two  fnecemeal  procure¬ 
ments  and  advised  on  October  7,  1994,  that  the 
planned  competitive  award  of  the  HIRSS  core  kits  was 
cancelled  in  September  1994  due  to  deficiencies  in  the 
technical  data  package.  A  new  competitive  solickadon 
is  projected  for  award  in  November  1994.  In  the 
interim,  a  limited  emergency  buy  will  be  conducted  to 
purcha^  the  tniiiimiim  number  of  kits  needed  to 
support  the  Blade  Ha^  retrofit  effort  and  production 
line.  The  issue  has  been  elevated  for  attention  by  the 
Assistant  Secretary  of  the  Army  (Research, 
Development  and  Acquisition).  (QAIG-AUD  91-117) 


«  «  ♦  « 

In  response  to  the  Inspector  General  Act 
Amendments  of  1988,  Exhibit  3,  pages  ^  to  33,  lists 
OIG,  DoD,  audit  reports  for  which  action  has  been 
ongoing  for  a  year  or  more  after  managers  agreed  to 
take  action. 
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EXHIBIT  3 

STATUS  OF  OIG.  DoD  REPORTS  OVER  12  MONTHS  OLD 

WITH  HNAL  ACTION  PENDING 
(As  of  September  30,  1994)’ 

Report  Number/Thie 

Report 

Date 

Monetary  Benefits 
($  in  thousands) 

Reason 
Action  Not 
Completed^ 

Primary  Action 
Office 

Questioned 

Costs 

Funds  Put 
to  Better 
Use 

S4-061 

Hand  Tools  and  Portable  Power  Tools 

4/20/84 

2 

OUSD(C) 

87-223 

Assignment  of  Demilitarization  Codes  to 
Munitions  List  Items 

8/20/87 

2 

AF 

89-051 

Management  of  Shelf-Life  Items 

2/1/89 

2 

Army 

89-057 

Wargaming  Activities  in  the  DoD 

3/14/89 

2 

USD(A&T) 

89-090 

Field  Pricing  Support  and  Post-award 
Audits  of  Contracts  with  Foreign 
Companies 

7/6/89 

2 

USD(A&T) 

89-103 

Acquisition  of  the  Patriot  Missile 

System 

8/28/89 

2 

Army 

90-001 

User  Charges  and  Resource  Man¬ 
agement  at  Major  Range  and  Test 
Facilities 

10/6/89 

2 

USD(A&T), 

Navy 

90-002 

Acquisition  of  the  M9  Armored  Combat 
Earthmover  Program 

10/6/89 

2 

Army 

90-012 

Primary  Care  for  the  Uniformed 

Services  and  Navy  Cares  Program 

12/6/89 

2 

HA 

90-043 

Plant  Clearance  Action  on  Government- 
owned  Property  in  the  Possession  of 
Defense  Contractors 

3/2/90 

$17,300 

2 

USD(A&T), 

DLA 
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STATUS  OF  OIG,  DoD  REPORTS  OVER  12  MONTHS  OLD 


WITH  HNAL  ACTION  PENDING 
(As  of  September  30.  1994)^ 


Monetary  Benefits 
($  in  thousands) 

Report  Number/Title 

Report 

Date 

Questioned 

Costs 

Funds  Put 
to  Better 
Use 

Reason 
Action  Not 
Completed^ 

Primary  Action 
Office 

90-049 

Secure  Terminal  Unit-Ill  Program 

3/20/90 

2 

cn 

90-074 

Reserve  Components  Common 

Personnel  Data  System 

5/25/90 

$25,000 

2 

USD(P&R), 

Army 

90-081 

Depot  Maintenance  Work  Load 
Management 

6/7/90 

2 

Army 

91-018 

Component  Breakout  Program  for 

Major  Systems 

12/5/90 

2 

Army 

91 -029 A  (Supplement  to  Audit  91-029) 
Utilization  of  the  William  Danger  Jewel 
Bearing  Plant 

8/31/92 

2 

USD(A&T) 

91-035 

Contractor  Rental  of  DoD  Plant 

Equipment  at  Textron  Lycoming, 

Stratford  Division 

1/28/91 

2 

USD(A&T) 

91-041 

Contracted  Advisory  and  Assistance 
Services  Contracts 

2/1/91 

2 

USD(A&T) 

91-055 

Pricing  and  Billing  of  Stinger  Missiles 
Sold  to  Foreign  Military  Sales 

Customers 

2/27/91 

2 

OUSD(C) 

91-067 

Budgeting  for  Secondary  Supply  Items 
by  the  Military  Departments 

3/20/91 

2 

USD(A&T) 

91-093 

Inventory  Controls  of  Stinger  Missiles 

6/13/91 

2 

Navy 

91-105 

Civilian  Contractor  Overseas  Support 
During  Hostilities 

6/26/91 

2 

USD(P&R) 
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STATUS  OF  OiG.  DoD  REPORTS  OVER  12  MONTHS  OLD 
WITH  HNAL  ACTION  PENDING 
(As  of  September  30,  1994)'* 


Report  Number/THIe 


91-117 

Hotline  Allegations  for  the  Hover 
Infrared  Suppression  System  for  the 
UH-60  Black  Hawk  Helicopter 


91-124 

DoD’s  Support  to  U.S.  Drug 
Interdiction  Efforts 


92-006 

DoD  Leasing  of  Family  Housing 


92-010 

Consulting  Services 


92-011 

Environmental  Compliance  Assessment 
Programs 


92-012 

Administration  of  Contract  Terminations 
for  Convenience 


92-014 

Pacific  Theater  Air  Defeise  Activities 


92-020 

Aerial  Target  Systems 


92-029 

Capability  of  Reserve  Components 
Intelligence  Units  to  Satisfy  Wartime 
Requirements 


92-039 

Construction  of  Nellis  Air  Force  Base, 
Nevada,  Hospital 


92-046 

Contractor  Accounting  Practice  Changes 
for  C-I7  Engineering  Costs 


Report 

Date 


Monetary  Benefits 
($  in  thousands) 


Questioned 

Costs 


Funds  Put 
to  Better 
Use 


Reason 
Action  Not 
Completed^ 


Primary  Action 
Office 


EXHIBIT  3 

STATUS  OF  OIG.  DoD  REPORTS  OVER  12  MONTHS  OLD 

WITH  HNAL  ACTION  PENDING 
(As  of  September  30.  1994)’ 

Report  Number/Thle 

Report 

Date 

Monetary  Benefits 
($  in  thousands) 

Reason 
Action  Not 
Completed^ 

Primary  Action 
Office 

Questioned 

Costs 

Funds  Put 
to  Better 
Use 

92-048 

Undefinitized  Contractual  Actions 

2/14/92 

2 

USD(A&T), 

Army, 

Navy,  DLA 

92-053 

Contractor  Recommendations  for  Spares 
Provisioning  of  the  F/A-18  C/D  Aircraft 

2/21/92 

2 

Navy 

92-063 

Acquisition  of  Common  Aircraft  for 

Navy  and  Air  Force  Undergraduate 

Pilot  Training 

3/27/92 

$3,5CX),000 

2 

AF,  USD(P&R) 

92-064 

Titan  IV  Program 

3/31/92 

2 

OUSD(C), 
USD(A&T),  AF 

92-068 

Civil  Reserve  Air  Fleet 

4/3/92 

2 

TRANSCOM 

92-069 

Quick-Reaction  Report  on  DoD 
Procurements  Through  the  Tennessee 
Valley  Authority 

4/3/92 

1 

USD(A&T) 

92-077 

Software  Development  at  Central 

Design  Activities 

4/17/92 

2 

cn,  AF 

92-078 

DoD  Base  Realigiunent  and  Closure 

4/17/92 

2 

Navy 

92-090 

Impact  of  Fluctuating  Foreign  Exchange 
Rates  on  Contract  Prices 

5/14/92 

1 

USD(A&T) 

92-099 

Quality  Assurance  Actions  Resulting 

From  Electronic  Component  Screening 

6/8/92 

1 

USD(A&T), 

DLA 

92-100 

Medical  Disability  Discharge  Procedures 

6/8/92 

$758,400 

2 

HA 
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WITH  HNAL  ACTION  PENDING 
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Report  NumberHltle 

Report 

Date 

Monetary  Benefits 
($  in  thousands) 

Reason 
Action  Not 
Completed^ 

Primary  Action 
Office 

Questioned 

Costs 

Funds  Put 
to  Better 
Use 

92-103 

Quick-Reaction  Report  on  Army  Repair 
of  Components  Made  of  Kevlar  and 
Disposal  of  Materials  Used  During 

Kevlar  Repairs 

6/17/92 

2 

Army 

92-107 

Effectiveness  of  DoD  Use  of 
Nondevelopmental  Items  in  Major 

Defense  Acquisition  Programs 

6/22/92 

1 

USD(A&T) 

92-108 

Accessorial  Charges  Applied  to  Foreign 
Military  Sales 

6/26/92 

2 

AF 

92-116 

Naval  Reserve  Reinforcing  and 

Sustaining  Units 

6/30/92 

2 

Navy 

92-123 

Chemical  and  Biological  Defense 

Readiness  Reporting 

6/30/92 

2 

AF 

92-135 

DoD  Sealift  Operations 

9/9/92 

1 

USD(A&T), 

TRANSCOM 

92-142 

Pricing  and  Billing  of  F-i6  Aircraft 

Sold  to  Foreign  Military  Sales 

Customers 

9/30/92 

2 

AF 

93-002 

Controls  Over  Operating  System  and 
Security  Software  Supporting  the 

Defense  Finance  and  Accounting 

Service 

10/2/92 

2 

DISA 

93-004 

Military-Civilian  Health  Services 
Partnership  Program 

10/14/92 

2 

HA 

EXHIBITS 

STATUS  OF  OIG.  DoD  REPORTS  OVER  12  MONTHS  OLD 

WITH  HNAL  ACTION  PENDING 
(As  of  September  30,  1994)' 

Report  Number/Title 

Report 

Date 

Monetary  Benefits 
($  in  thousands) 

Reason 
Action  Not 
Completed^ 

Primary  Action 
Office 

Questioned 

Costs 

Funds  Put 
to  Better 
Use 

93-009 

International  Cooperative  Research  and 
Development 

10/21/92 

2 

USD(A&T) 

93-015 

DoD  Participation  in  North  Atlantic 

Treaty  Organization  Practical 

Command,  Control  and 

Communications  interoperability 

11/3/92 

1 

Army,  MC, 

DISA 

93-017 

The  Critical  Design  Review  Process  for 
Major  Defense  Acquisition  Programs 

11/5/92 

2 

USD(A&T) 

93-023 

Time  and  Materials  Billings  on  Air 

Force  Contract  F3360-86-D-0295 

11/13/92 

2 

AF 

93-024 

The  Use  of  Small  Business 

Administration  8  (A)  Contractors  in 
Automated  Data  Processing  Acquisitions 

11/25/92 

2 

USD(A&T), 

Army 

93-028 

Quick-Reaction  Report  on  Physical  and 
System  Security  at  the  East  Service 

Center  of  the  Defense  Commissary 

Agency 

11/30/92 

1 

DeCA 

93-033 

The  Timber  Wind  Special  Access 

Program 

12/16/92 

1 

C’l 

93-034 

Documentation  of  Reimbursable  Foreign 
Military  Sales  Transactions 

12/17/92 

2 

Navy,  DLA 

93-041 

Computed  Topography  Scanner 
Maintenance  Service  Contracts 

1/8/93 

$23,600 

1 

HA,  DLA,  Army, 
Navy,  AF 
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WITH  HNAL  ACTION  PENDING 
(As  of  September  30,  1994)' 
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Report  Number/Thle 

Report 

Date 

Monetary  Benefits 
($  in  thousands) 

Reason 
Action  Not 
Completed^ 

Primary  Action 
Office 

Questioned 

Costs 

Funds  Put 
to  Better 
Use 

93-042 

Allegations  of  Improprieties  Involving 
DoD  Acquisition  of  Services  Through 
the  Department  of  Energy 

1/21/93 

2 

OUSD(C), 

USD(A&T), 

Navy,  DLA 

93-046 

Acquisition  of  the  Sense  and  Destroy 
Armor  Weapon  System 

1/27/93 

1 

Army 

93-047 

Medical  Facility  Requirements-Stockton 
Fleet  Hospital  Prepositioning  Facility 

1/28/93 

2 

HA 

93-053 

Missile  Procurement  Appropriations, 

Air  Force 

2/12/93 

2 

OUSD(C),  AF 

93-055 

Implementation  of  the  Energy  Policy 

Act  of  1992 

2/18/93 

2 

AF,  DLA 

93-056 

Controls  Over  Copyrighted  Con^uter 
Software 

2/19/93 

1 

cn 

93-060 

Duplication/Proliferation  of  Weapon 
Systems'  Modeling  and  Simulation 

Efforts  Within  DoD 

3/1/93 

2 

USD(A&T) 

93-062 

Counter  Low  Observable  Technology 

3/1/93 

I 

USD(A&T) 

93-064 

Army  Requirements  for  Currently 

Procured  Wholesale  Inventories  of 
Reparable  Items 

3/12/93 

$23,400 

2 

Army 

93-067 

Use  of  Contractor  Cost  and  Schedule 
Control  System  Data 

3/11/93 

2 

USD(A&T), 

DLA,  DCAA 

EXHIBIT  3 

STATUS  OF  OIG.  DoD  REPORTS  OVER  12  MONTHS  OLD 
WITH  RNAL  ACTION  PENDING 
(As  of  September  30.  1994)’ 


Report  Number/Titie 


93-069 

The  Airborne  Self-Protection  Jammer 
Program  as  Part  of  the  Audit  of  the 
Defense  Acquisition  Board  Review 
Process  -  FY  1993  _ 


93-072 

Defense  Officer  Personnel  Management 
Act  for  Medical  Officer  Pay  and 
Entitlements  _ 


93-076 

Acquisition  of  Aircrew  Chemical  and 
Biological  Protective  Systems 


93-079 

Advanced  Test  Facilities  _ 


93-082 

Acquisition  of  Blacker  Communication 
Security  Systems  _ 


93-083 

Status  of  Resources  and  Training 
System  Reporting  by  National  Guard 
and  Reserve  Units  _ _ 


93-084 

The  Air  Force  Military  Strategic  and 
Tactical  Relay  Satellite  Terminal 
Program  _ 


93-086 

Air  Force  Study  on  Paint  Stripping 
Technology 


93-089 

Integrated  Logistics  Support  for  Non- 
Major  Defense  Acquisition  Programs 


Report 

Date 


Monetary  Benefits 
($  in  thousands) 


Questioned 

Costs 


Funds  Put 
to  Better 
Use 


Reason 
Action  Not 
Completed^ 


Primary  Action 
Office 


3/22/93 
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Report  Number/Thle 

Report 

Date 

Monetary  Benefits 
($  in  thousands) 

Reason 
Action  Not 
Completed^ 

Primary  Action 
Office 

Questioned 

Costs 

Funds  Put 
to  Better 
Use 

93-090 

Environmental  Management  of  DoD 

Base  Realignment  and  Closures 

4/22/93 

2 

USD(A&T) 

93-091 

Management  of  the  DoD  Action  Plan 
for  Improving  the  Quality  of  Spare  Parts 

4/28/93 

1 

USD(A&T) 

93-099 

Quick-Reaction  Report  on  Base 
Realignment  and  Closure  Budget  Data 
for  the  Collocations  of  Army  and  Navy 
Blood  and  Dental  Research  Programs 

5/24/93 

2 

Navy 

93-104 

Administration  of  the  Dual 

Compensation  Act  and  the  Civil  Service 
Reform  Act 

5/28/93 

1 

DFAS 

93-113 

DoD  Contractor  Insurance  Programs 

6/18/93 

1 

DLA 

93-115 

BA-5598  Lithium  Sulfur  Dioxide  and 
BA-4386  Magnesium  Batteries 

6/18/93 

2 

Navy 

93-116 

Acquisition  of  the  Advanced 

Amphibious  Assault  Vehicles 

6/18/93 

2 

MC 

93-118 

Quality  Assurance  for  Organic  Depot 
Maintenance  of  Aircraft 

6/21/93 

1 

Army,  AF 

93-119 

Agreements  with  North  Atlantic  Treaty 
Organization  Allies 

6/21/93 

1 

USD(P) 
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Report 
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Action  Not 
Completed^ 

Primary  Action 
Office 

93-120 

Review  of  the  Multifunctional 

Information  Distribution  System  as  Part 
of  the  Audit  of  the  Defense  Acquisition 
Board  Review  Process 

6/21/93 

1 

USD(A&T) 

93-124 

Defense  Commissary  Agency  Vendor 
Payments,  Returned  Checks  and  Rebates 

6/24/93 

1 

DeCA 

93-125 

Selected  Aspects  of  the  Advanced 
Technology  Bomber  (B-2)  Program 

6/25/93 

1 

AF 

93-127 

Environmental  Consequence  Analyses 
for  the  Joint  Standoff  Weapon  Program 

6/25/93 

2 

USD(A&T) 

93-131 

Controls  Over  Wholesale  Drug 

Inventories  at  the  Defense  Logistics 
Agency 

6/30/93 

1 

DLA 

93-132 

Condition  and  Economic  Recoverability 
of  Materiel  in  the  Disposal  Process 

6/30/93 

1 

DLA,  Army,  AF 

93-133 

Controls  Over  Operating  System  and 
Security  Software  Supporting  the 

Defense  Finance  and  Accounting 

Service 

6/30/93 

2 

DLA,  DISA 

93-135 

Controls  Over  Vendor  Payment 
Authorizations  by  the  Defense 

Commissary  Agency 

6/30/93 

2 

DeCA 

93-146 

Contract  Terminations  at  DoD 

Wholeseale  Inventory  Control  Activities 

6/30/93 

1  $95,750 

1 

USD(A&T) 
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Report  Number/Tftie 

Report 

Date 

Monetary  Benefits 
($  in  thousands) 

Reason 
Action  Not 
Completed^ 

Primary  Action 
Office 

Questioned 

Costs 

Funds  Put 
to  Better 
Use 

93-152 

Administration  of  Progress  Payments  at 
Defense  Contract  Management  District  - 
West 

8/5/93 

1 

DLA 

93-156 

Corrosion  Prevention  for  Wheeled 

Vehicles 

8/13/93 

1 

Army 

93-162 

Capability  of  U.S.  Forces  Korea  to 
Receive  Reinforcing  Units 

9/9/93 

2 

Army 

93-163 

Procurement  Prices  Paid  on  Aircraft 
Weapon  Systems  for  Foreign  Military 

Sales 

9/2/93 

1 

OUSD(C) 

93-164 

Financial  Statements  of  the  Defense 
Logistics  Agency  Supply  Management 
Division  of  the  Defense  Business 
Operations  Fund  (Defense  Fuel  Supply 
Financial  Data)  for  FY  1992 

9/2/93 

2 

DFAS,  DLA 

93-166 

Private  Development  of  the  Navy 
Broadway  Complex,  San  Diego,  CA 

9/9/93 

1 

Navy 

93-167 

Classiited  Contracts  Award 

9/9/93 

1 

NRO 

93-168 

Imagery  Support  to  the  Defense 

Mapping  Agency  During  Operations 

Desert  Shield  and  Operation  Desert 

Storm 

9/10/93 

1 

DMA 

93-170 

Implementation  of  Special  Cost 

Accounting  and  Reporting  Requirements 
by  Depot  Maintenance  Activities 

9/20/93 

1 

OUSD(C), 

USD(A&T), 

Army, 

Navy,  AF 
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EXHIBIT  3 

STATUS  OF  OIG.  DoD  REPORTS  OVER  12  MONTHS  OLD 

WITH  HNAL  ACTION  PENDING 
(As  of  September  30,  1994)’ 

Report  Number/Thle 

Report 

Date 

Monetary  Benefits 
($  in  thousands) 

Reason 
Action  Not 
Completed^ 

Primary  Action 
Office 

Questioned 

Costs 

Funds  Put 
to  Better 
Use 

93-171 

Manpower,  Personnel  and  Training 
Requirements  for  Army  Tactical 

Command  and  Control  System 

9/20/93 

1 

Army 

93-173 

Acquisition-Type  Lessons-Leamed 
Programs  Within  the  Military 

Departments 

9/27/93 

1 

Army 

93-175 

Follow-up  Audit  of  Requirements 
Forecasts  on  Supply  Support  Requests 

9/30/93 

1 

USD(A&T) 

^The  Military  Dqiaitments  iqKnted  another  193  rqH>its  over  12  monlfas.old  with  final  action 

pending. 

^Reascm  Action  Not  Con^leted. 

1  -  Long-term  comc&ve  action  on  schedule. 

2  -  Manag^nent  actitxL  slipped  significantly  from  originally  estimated  conq>leticm  date. 

3  -  Formal  administrative  or  judicial  sqppeal. 

Acronyms:  AF 

Air  Force 

OUSD(C) 

Office  of  the  Under  Secretary  of  Defense  (Conq>troller) 

C3I 

Command,  Control,  Communications 

DCAA 

Defmse  Contract  Audit  Agency 

DeCA 

Defense  Commissary  Agency 

DFAS 

Defense  Finance  and  Accounting  Service 

DISA 

Defoise  Mbimation  Syst^ns  Agency 

DLA 

Defimse  Logistics  Agency 

DMA 

Defmse  Mapping  Agoicy 

HA 

Health  Af&irs 

MC 

Marine  Corps 

NRO 

National  Reconnaissance  Office 

TRANSCOM 

Transportation  Command 

USD(A&T) 

Under  Secretary  of  Defense  for  Acquisition  and  Technology 

USD(P) 

Under  Secretary  of  Defense  for  Policy 

USD(P&R) 

Under  Secretary  of  Defmse  for  Persozmel  and  Readiness 

CHAPTER  2  -  CONTRACT  AUDITS 


DEFENSE  CONTRACT  AUDrr 
AGENCY 


Audit  Results 

Edibits  4  and  S,  page  2-3,  disiday  the  results  of 
Defense  Contract  Au£t  Agency  (DCAA)  audidog  for 
the  Government  The  c^ratfonal  audits  performed 
brou^  addir^al  estimated  cost  avoidance  o£  ^5.4 
milKon;  $36.1  milfioa  in  net  savings  were  realized  in 
National  Aeronautics  and  Space  Administration 
ccmtracts. 

Significant  DCAA  Cases 

Incorred  Costs  Audits  -A  renew  af0ie  direct  and 
indirect  costs  charged  to  Government  contracts  to 
determine  that  die  costs  are  reasonable,  allocable  and 
aJlawdble,  as  prescribed  by  die  Fed^  Acgiisitbm 
Regflatkm,  die  Defense  Fed^AcquisitumR^gulatum 
Siqpkment  and  die  provisions  of  die  contract  Also 
included  under  incurred  cost  audits  are  Operation 
Audits,  which  evaluate  a  amtractor’s  operations  and 
managemeru  practices  to  identfy  opportunities  for 
increased  effideruy  and  economy,  and  Special  Audits, 
which  include  auSts  <f  terminations  and  cUtims. 

Termination  S^ement 

An  audit  of  a  tenmnation  settlement 
proposal  resulted  in  savings  of  $9.1  million. 
The  Libby  Corporation  proposed  unabsoibed 
overhead,  whi^  was  previous  submitted  in 
an  equitable  a($ustment  daim  rm  another  con¬ 


tract  The  auditor  questioned  die  overhead  as 
dupficated  costs.  The  termination  contracting 
officer  concurred,  and  the  corporation 
removed  the  unabsorbed  over-  head  from  the 
proposal  (3201-93F17100009) 

Employee  Work  Utilization 

During  an  inspection  of  a  contractor’s  (^ora¬ 
tions,  the  auditOT  identified  a  hi^  potential  for 
enqifoyee  work  inactivity  and  advised  the 
contractor  that  a  formal  work  smupHng  would 
^  conducted.  The  contractor  initialty  opposed 
die  review  and  denied  the  auifitor  access  to 
employee  work  areas.  Throu^  supp(»t  of  the 
principal  pro<»rement  contracting  officer  and 
company  top  management,  access  was 
obtained  and  a  review  was  performed.  As  a 
result  of  the  review,  the  contractor  agreed  to 
incdode  an  employee  inactivity  awareness 
program,  strengfoen  management  supovisory 
controls  and  reduce  staffing.  A  foUow-up  audit 
disclosed  that  employee  inactivity  was  reduced 
by  nearly  IS  percent,  resuhing  in  cost 
avoidances  of  $6^  million.  (Ass^nment  #  not 
available) 

Working  Capital  Adjustment 

The  Hercules  Corporation  proposed  reim¬ 
bursement  for  the  future  value  of  unbilled  costs 
for  working  capital  invested  in  developng 
Htan  IV  (pctured  on  page  2-2)  tooling  and 
equipment  The  atyustment  was  an  element 
d^  Congress  approved  as  part  of  the  Titan  IV 
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Program  StabHiy^arion.  The  aiidity:  questioned 
costs  related  to  the  sudit  aqjplication  of  the  U.S 
Ureasury  interest  rate  instead  of  a  single  10 
percent  rate  of  return  proposed  by  tibe 
c(Hitractor»  the  audit  determined  amount  for 
the  future  value  of  "negative  unusu^ 
investmenf  amounts  and  the  use  of  the  audit 
determined  loss  ratio  factor  for  progress 
payments.  As  a  result  of  the  audit  die 
Government  saved  $12.6  million. 
(3231-93C17900002) 


Titan  IV 


Equitable  Adjustrrmit 

An  au£t  questioned  a  Johnson  Consols 
Intemationat  Incorporated,  equk^le  ai^ust* 
ment  proposal  for: 

^  extended  warranty  costs  eaqires^ 
unallowable  under  die  subcontract  and 
other  overhead  costs  unaflowable  under 
the  Federal  Acquisition  Regulation; 

®  duplicate  domestic  labor  hours  included 
in  the  "domestic/foreign"  labor  category; 

^  the  ^ipficadon  of  overhead  to  purchased 
labor  costs,  whidi  were  nc^induded  in  the 
proposed  labor  allocation  base;  and 

o 


the  application  of  firinge  benefits  to 
foreign  management  labor  costs  induded 
in  the  "domestic/foreign"  management 


laben  categoryndien  the  benefit  factorwas 
onfy  applicable  to  domestic  management. 

The  audit  resulted  in  savings  to  the  Govern¬ 
ment  of  $253  miUioiL  (3601-92C17200003) 

Vendor  Quotes 

An  audit  found  that  the  General  Electric 
Company  negotiated  price  for  subcontractor 
parts  was  based  on  vendor  quotes.  Gmieral 
Electric  conqietitivefy  priced  subcontractor 
parts  after  negotiations,  however,  and  issued 
purchase  orders  with  different  vendors  than 
originaliy  quoted.  The  practice  enabled  the 
company  to  make  signified  windfall  profits  on 
its  subcontractor  parts.  The  audit  found  lower 
prices  on  ten  subcontractor  parts.  Birther 
price  reductions  were  adiieved  vdien  the 
contractor  approved  a  less  conq>lex  wear¬ 
coating  process.  The  audit  established  that 
overpridng  occurred  and  recommended  that  a 
voluntary  refund  be  requested.  After  reviewing 
the  audit  results,  the  company  perfemned  an 
internal  investigation  and  subs^uentiy  agreed 
to  a  refund  of  $5.7  million.  (1731- 
92D17900031) 

Standard  Atterxlance  and  Labor  Collection 
^stem 

An  operations  audit  of  the  Standard 
Attendance  and  Labor  Collection  system  of 
the  B  oeing  Company  resulted  in  savings  to  the 
Government  of  $2.1  miUion.  The  ^tem  ^ 
the  company’s  primary  method  for  recorefing 
hbor  and  generating  payroll  ft  was  paper 
driven  and  required  significant  amounts  of 
labor.  The  auditor  recommended 
replacing  it  with  a  automated  system  that 
would: 

®  improvetheaccuracy  and  integrity  of  the 
data; 

^  provide  management  accurate  and  timely 
reports; 

^  inqirove  internal  rontrols  and  auditability 
of  data; 

^  reduce  timekeeimig  and  data  entry  costs; 
and 

^  reduce  labor  and  ju^ocessng  costs  for 
error  corrections. 

The  company  subsequently  installed  an 
automated  timekeejnng  systemu  (4241- 
88C10501004) 
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EXHIBIT  4' 

CONTRACT  AUDIT  REPORTS  ISSUED  -  DEFENSE  CONTRACT  AUDIT  AGENCY 
(For  the  6>moiith  period  ending  September  30, 1994) 
ollar  amounts  in  millions^ 


Reports  Issued 

Examined 

Audit  Exceptions 

Better  Use* 

25,594 

$75339.9 

$1,7673 

N/A 

10310 

92361.1 

N/A 

$43243 

3,496 

280J. 

2283 

N/A 

1,106 

28 

— 

TJj6 

N/A 

N/A 

Type  of  Audit 


Incurred  Costs 
Forward  Friciug 
Proposals 
Cost  Accounting 
Standards 
Defective  Pricing^ 
Other^  _ 


of  UmitpA  timp.  between  availability  of  managem^  information  system  data  and  legislative 
requirements,  there  is  a  minimal  opportunity  for  DCAA  to  verify  accuracy  of  reported  data.  Accordin^y, 
Aatu  are  subject  to  change  based  on  subsequent  DCAA  authentication. 

^Defective  pridng  dollars  examined  are  not  reported  because  they  are  considered  a  duplication  of  forward 
pricing  dolkurs  r^orted  as  examined. 

^Relates  to  suspected  irr^;ular  conduct  cases. 

'*Cost  avoidance, - - 


EXHIBITS^ 

CONTRACT  AUDIT  REPORTS  CLOSED*  -  DEFENSE  CONTRACT  AUDIT  AGENCY 
(For  the  6-month  period  ending  September  30, 1994) 
ollar  amounts  in  millions^ 


ReDorts  Closed  I  Audit  Exceptions  I  Disallowed  Costs 


Funds  Put  to 
Better  Use* 


Tvoe  of  Audit 


Incurred  Costs 
Forward  Pricing 
Proposals 
Cost  Accounting 
Standards 
Defective  Pridn 


^Because  of  limited  time  between  availability  of  management  mformation  system  data  and  legislative 
requirements,  there  is  minimal  opportumty  for  DCAA  to  verify  accuracy  of  reported  data.  Accordingly, 
submitted  ^ata  are  subject  to  cha^e  based  on  subsequent  DCAA  autiientication. 

^Represents  audit  reports  issued  to  procurement  and/or  administrative  contracting  officers  that  had  audit 
exceptions  upon  vriiich  fmal  contracting  officer  dedrions  were  rendered  during  the  period. 

*Cost  avoidance. 


Loss  Ratio  Adjustment 

The  BhiY-Combat  Systems’  proposed 
terminatioii  setdement  represented  total  costs 
incnrred  on  the  contract  plus  profit  The 
auditor  eacamined  the  contractor’s  internal  cost 
performance  reports  and  determined  diat  die 
contract  would  nave  been  in  a  loss  position  had 
it  been  completed.  The  loss  was  furdier  sub¬ 
stantiated  by  the  contractor’s  tax  return  data. 

As  a  result,  the  auditor  computed  a  loss  ratb 
adjustment  to  reduce  incurred  cost  recovery. 
Furdier,  the  auditor  questicmed  profit  because 
the  contract  was  in  a  loss  posidon.  As  a  result, 
the  Government  saved  $8  million.  (6291- 
91C171000001) 

Forward  Pricing  Proposal  Audits^  review  of 
estimated  future  costs  of  proposed  contract  prices, 
proposed  contract  change  orders,  costs  for 
redeterminable  fixedprice  contracts  and  costs  incurred 
but  not  yet  covered  by  definitized  contracts. 

Queentity  Discounts 

An  audit  of  a  Martin  Marietta  Electronics 
and  Missiles  Corporation  firm-fixed-pice 
proposal  for  Patriot  misriles,  radar  sets, 
laiinelimg  statinns  and  related  equipment 
resulted  in  $9L2  million  in  savings  to  the 
Government.  The  company  &iled  to  consider 
quantity  discounts  in  its  proposed  material 
costs.  Also,  the  contractor  had  alrea(fy 
purchased  some  of  the  material  at  a  lower  cost 
than  proposed.  Other  material  costs  were 
question^  by  appfying  a  decrement  factor 
developed  from  a  comparison  of  proposed 
material  costs  induded  in  prior  proposals  to 
actual  costs  paid,  l^ect  labor  hours  were  also 
questioned  because  of  duplicated  proposed 
effort,  a  delivery  schedule  that  was  different 
than  proposed  and  exceptions  to  the  proposed 
level-of-effort  for  engineering  labor.  (1461- 
93A2100051) 

Overhead  Rates 

An  audit  of  an  FMC  Corporaticm  proposal 
for  fixed-price  and  cost-reimbursable  effort  to 
overhaul  and  convert  certain  U.S.  Army 
vehicles  resulted  in  savings  to  the  Government 
of  $15.8  mUlinn-  I^screpandes  were  found  in 
the  contractor’s  computation  of  proposed 
overhead  rates,  whichresulted  inreduced  rates 
for  the  baric  and  option  periods  of  the  contract 
Additionalfy,  Govemment-fiimished  material 
was  bid  as  contractor-furnished  materials. 
(1201-93C21000133) 


Combustion  Engine 

During  the  evaluation  ofa  Textron,  Lycoming 
Division,  multi-year  combustion  engine 
proposal,  auditors  questioned  material,  labor 
and  overhead  costs.  A  stratified  statistical 
sampling  jdan  resulted  in  questioned  material 
costs  duetothe  useof  more  current  quotations, 
available  inventory  and  reduction  factors 
aj^lied  to  vendor  quotes.  A  separate  statistical 
sampling  plan  of  direct  labor  standards 
resulted  in  questioned  costs  due  to  more 
current  historical  data.  Questioned  indirect 
esqpenses  resulted  from  previous  work 
gatnpling  that  identified  significant  in^- 
fidendes  and  uimllowable  costs.  The  evalua¬ 
tion  resulted  in  savings  to  tiie  Government  of 
$2363  million.  (2121-91A21000016) 

CH‘53  Aircraft 

An  audit  of  aUTCSikorsl^  Aircraft  Divirimi 
firm-fixed-price  proposal  for  the  CH-53 
aircraft  resulted  in  savings  to  the  Government 
of  $115  minion.  The  savings  resulted  after  the 
auditor  questioned  the  various  factors  and 
rates  the  contractor  used  for  determining 
material,  labor  and  indirect  costs.  (2661- 
92B21000004) 


CH63  Aircraft 

LicendngFee 

Savings  of  $133  million  resulted  from  the 
audit  of  a  Building  Ibdmology  Associates, 
Licorporated,  proposal  Most  of  the  savings 
($11  million)  resulted  from  an  unallowable 
computer  software  licenring  fee  and  the  appli¬ 
cation  of  general  and  adnunistrative  costs.  The 
terms  of  the  proposal  stated  that  computer 
ficensing  fees  could  not  be  charged  direcXfy'  to 
tile  contract.  The  auditor  also  questioned 
proposed  labor  and  overhead  rates  tiiat  were 
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higher  than  historical  es^erience.  The 
contracting  officer  concurred  with  the  audit 
recommendations.  The  licensing  fee  was 
deleted  from  the  proposal  during  negotiations. 
(2261-93P21000055) 

Bradley  Fighting  Veh/c/es 

An  audit  of  a  FMQ  Ground  Sterns 
Divirion,  proposal  to  biuld  Bradley  Fighting 
Vehides  resulted  in  savings  to  the  Government 
of  $922  million^  Tlie  savings  resulted  because 
the  au£t  questioned  certain  estimating  factors 
used  to  determine  material  costs.  (4391- 
90D21000910) 

Cost  Accounting  Standards  (CAS)  Audits-^ 
review  of  a  contractor's  cost  impact  statement  required 
due  to  changes  to  ^closed  practices,  failure  to 
consistentfy  follow  a  disclosed  or  est<ti)Ushed  cost 
accounting  practice  or  noncompliance  with  a  Cost 
Accounting  Standards  regulation. 

Pension  Cost 

An  audit  of  a  Chrysler  Corporation  cost 
impact  proposal  for  a  noncompliance  with 
Cost  Accounting  Standard  (CAS)  413,  Adjust¬ 
ment  and  Allocation  of  Pension  Cost,  resulted 
in  savings  to  the  Government  of  $3.9  nullion. 
The  company  initially  allocated  pension  costs 
from  dosed  segments  to  the  remaining  seg¬ 
ment  having  Defense  contracts.  In  the  settle¬ 
ment,  Chrysler  agreed  to  allocate  the  dosed 


segment  pension  costs  as  residual  home  office 
expense  in  accordance  with  CAS  403, 
Allocation  of  Home  Office  E3q>enses  to 
Segments.  (2261-93P19500079) 

Defective  Pricii^  Audits-s/4  re\new  to  determine 
whether  contracts  are  based  on  current  complete  and 
accurate  cost  or  pricing  data  (the  Truth  in  Negotiations 
Act). 

IVe^on  System  Production  Contract 

During  the  audit  of  a  Martin  Marietta 
Government  Electronic  Systems  major 
weapon  system  production  contract,  the 
auditor  identified  inaccurate  and  out-of-date 
cost  or  pridbog  data  related  to  purchased 
material  and  quantity  requirements.  The 
auditor  also  disdosed  errors  in  the  company’s 
calculation  of  certified  costs*  As  a  result  of  the 
audit,  the  Govermnent  saved  $22  miUion. 
(6501-91C42010008) 

Subcontract  Scope  Change 

An  audit  foimd  tiiat  the  MdDonnell  Douglas 
Aerospace  Ikctical  Aircraft  and  hfi^e 
Systems  had  kno^^edge  of  a  subcontract  scope 
diange  prior  to  the  negotiation  of  a  price 
agreement  that  reduced  tiie  subcontractor’s 
ori^nal  price  quote.  The  scope  change  did  not 
require  Government  approval,  and  the 
Government  was  not  aware  of  the  change. 
McDonnell  Douglas  provided  an  updated 


Bradley  Fighting  Vehicle 
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EXHIBITS 

CONTRACT  AUDIT  REPORTS  ISSUED  -  U.S.  ARMY  CORPS  OF  ENGINEERS 

(For  the  6-mon0i  period  ending  September  30, 1994) 

(Do 

liar  amounts  in  millions) 

Funds  Put  to 

Tvoe  of  Audit 

Reoorts  Issued 

Examined 

Audit  Exceotions 

Better  Use* 

Incurred  Costs 

48 

$1053 

$53 

N/A 

Forward  Pridng 

72 

422 

$53 

Proposals 

Defective  Pridng 

1 

63 

— 

N/A 

Other 

6 

6.9 

.1 

N/A 

Total 

127 

$1613 

$53 

$5.9 

*Cost  avoidance. 

J 

1 - 

EXHIBIT  7 

CONTRACT  AUDIT  REPORTS  CLOSED  -  U.S.  ARMY  CORPS  OF  ENGINEERS 

(For  the  6-month  period  ending  September  30, 1994) 

Funds  Put  to 

Tvoe  of  Audit 

Reoorts  Closed 

Audit  Exceotions 

Disallowed  Costs 

Better  Use 

Incurred  Costs 

39 

$7.1 

$33 

N/A 

Forward  Pricing 

59 

35 

$2.0 

Proposals 

Defective  Pricing 

1 

— 

— 

N/A 

Other 

3 

.1 

.1 

N/A 

Total 

102 

*107 

St.4 

$2.0 

price  quote  in  its  de&cdve  pridng  swe^ 
padcage  was  dated  after  the  price 
agreement  and  execution  of  the  Certificate  of 
Current  Cost  or  Fridiig  Data.  The  contractor 
did  not  clearly  demonstrate  the  relationship 
between  the  revised  data  and  the  prqposaL  As 
a  result  of  die  audit,  the  contract  price  was 
adjusted  and  the  Government  saved  $912,000. 
(3421-92A42010003) 

ARMY  CORPS  OF  ENGINEERS 
(CoE)  _ 

Significant  CoE  Audits 

Auditors  issued  127  reports  diat  mealed  $1613 
Tnitlirm  and  recommended  that  $5.9  million  be  put  to 
better  use  (Eahibits  6  and  7,  page  2^). 


Navigation  Improvement 

An  audit  of  an  agreement  with  a  local 
sponsor  fm  navigation  inqirovement  ques¬ 
tioned  $7.2  of  incurred  costs. 

Questioned  costs  included  payments  for 
contractor  ^lays,  liquidate  damages, 
amnimts  retained  pmiding  resolution  of  out¬ 
standing  issues  and  costs  incurred  before  the 
effective  date  of  the  agreement.  (KJ  94-160-28) 


Ov&head  and  Bond  Costs 

An  audit  of  an  equitable  adjustment  daim 
questioned  $600,000  in  overhead  and  bond 
costs.  The  contractor’s  overhead  application 
was  inconristent  with  the  company’s  estab¬ 
lished  method  of  computing  tiie  rate.  The 
proposed  overhead  on  subcontract  costs  was 
computed  exdusive  of  subcontracts  costs  in  the 
base.  (IJdV-DA-N  94-172-14) 
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CONTRACT  AUDIT  POLICY  AND 
OVERSIGHT _ 


The  Office  of  the  Asastant  Inspector  General  for 
Audit  Policy  and  Over^^t  (AIG-AFO)  provid^ 
poli^  for,  and  oversight  o(  the  contract  audit  organi¬ 
zations  in  the  DoD  and  public  accounting^  firms 
performing  examinations  under  the  Single  Audit  Act 
The  AIG-APO  also  evaluates  jffoposed  r^ulations, 
publications,  reports  and  legislation  affecting  contract 
audits  and  contract  costs. 

The  following  actions  were  accomplished  during 
the  period: 

Report  on  the  Review  Of  HoUlne 
Allegations,  Defense  Contract  Audit 
Agency,  Central  Region  (APO  94009) 

Our  final  report  on  the  review  of  Hotline  allega¬ 
tions  of  mismanagement  and  abuse  of  Government 
funds  in  the  DCAA  substantiated  the  prim^ 
allegatkm  of  nususe  of  telephone  services  by  a  senior 
management  official  and  identified  intern^  control 
deficiencies  v^iidi  allowed  the  abuse  to  occur.  The 
report  induded  15  recommendations  on  the  uk  and 
payment  of  telephone  services,  proper  retention  of 
records,  proper  use  of  temporary  help  servi^  and 
improvements  to  the  review  and  reporting  of  internal 
management  control  defidendes. 

Report  on  the  Defense  Contract  Audit 
Agency  Audits  of  Restructuring  Costs 
at  Hugfies  Missile  ^sterns  Company, 
TUcson,  Arizona  (APO  94-011) 

During  a  review  of  Hotline  allegations  concerning 
DoD  aiiHiTft  and  contract  administration  at  the  Hughes 
Systems  Company  (HMSC),  we  found  defi- 
dencies  in  the  overright  of  $300  to  $400  million  of 
restructuring  costs  resulting  from  the  HMSC  acqui- 
girinn  of  General  Dynamics  Corporation  contracts. 
The  Defense  Ccmtract  Management  Command  failed 
to  require  the  HMSC  to  submit  a  proposal  and 
negotiate  an  advance  agreement  detailing  v^en 
payment  of  the  costs  would  terminate  and  that  savm^ 
to  the  Government  must  be  realized.  The  DCAA  did 
not  independently  report  the  HMSC  failure  to  compfy 
with  acquirition  regulations,  cost  accoimting  stan¬ 
dards,  public  law  and  contract  dauses  with  regard  to 
the  acq»»iritinn.  Eleven  recommendations  were  made 
Hptailing  the  specific  audit  steps  r^uired  to  address 
the  regulations  and  laws  governing  incurred  cost, 
progress  payments  and  proposal  requirements  related 
to  restructuring  costs. 
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Report  on  the  Oversight  Review  of  the 
Defense  Contract  Audit  /^ency 
Reliance  on  the  Work  of  Others  (APO 
94-018) 

The  objectives  of  our  review  induded  evaluatii^ 
the  appropriateness  and  effectiveness  of  DCAA  reli¬ 
ance  on  the  work  of  contractor  internal  and  alemal 
auditors.  Our  review  disclosed  that  the  DCAA  did  not 
always  adequately  evaluate  or  effectively  use  available 
inri»ma1  audit  products.  Defidendes  were  also 
identified  on  reviews  of  voluntary  deletions  and 
assodated  costs.  TheDCAAdid  not  adequately  ass^ 
contractor  internal  controls  relating  to  tire  saeening 
process  for  identi^ng  and  s^egating  unallo^ble 
costs.  Most  DCAA  audit  files  ^  not  sufficiently 
Hrynimp-nt  the  review  of  the  work  or  the  reliance  placed 
on  die  work  product.  Defidendes  were  ^  ideiffified 
relating  to  allowing  a  contractor  to  jointly  review  a 
WnTlinp.  allegation,  feifing  to  consider  and  report  a 
omtractor’s  failure  to  implement  corrective  action 
required  by  a  Settlement/Suspension  Agreement^  and 
unnecessarily  reqiuring  access  to  external  auditors’ 
working  papers  when  perfomung  financial  crqiability 
reviews. 

Single  Audit  Activity 

During  the  period,  315  audit  reports  were  received 
from  universities  and  nonprofit  organizations  for 
review  and  ^proval.  Most  of  the  audits  were  per¬ 
formed  by  public  accountants  while  coordinated 
aurfits  by  pubfic  accountants  and  the  DCAA  were 
performed  at  major  educational  institutions.  The 
annual  audit  reports  are  due  within  13  months  of  the 
institutions’  fiscal  year  end.  We  continue  to  experience 
many  delinquent  reports.  The  delays  are  attributed  to 
the  lack  of  audited  indirect  cost  rates  at  institutions 
with  post-determined  rates.  If  predetermined  rates 
were  used  at  those  institutions,  the  delays  could  be 
avoided. 

A  Federal  Acquisition  Begulation  (fAR)  cha:^e 
was  initiated  to  remove  the  prohibition  of  using 
predetermined  indirect  cost  rates  on  cost  type 
contracts  for  more  thmi  1  year.  Office  of  Management 
and  Budget  Circular  A-21  states  that  predetermined 
rates  fora  period  of  2  to  4years  should  be  the  norm  at 
institutions.  Such  rates,  ndien  in  effect  for 
multiple  periods,  save  DoD  audit  and  contract  admin¬ 
istration  resources,  as  well  as  institutional  resources, 
by  avoiding  repetitive  audits  and  negotiations.  The 
DoD  averages  about  $50,000  per  annmJ  negotia^n  at 
its  cognizant  univerrities.  A  potential  annual  savings  of 
$1.5  million  could  be  realized  for  the  29  DoD  cogni¬ 
zant  univerrities  when  converted  to  predetermined 
rates  for  a  multiyear  period.  It  is  expected  that  a  FAR 
rhangp.  or  deviation  will  be  approved  within  the  year 


to  remove  the  prohibidon  on  muldyear  predetermined 
rates. 

CONTRACT  AUDIT  FOLLDWUP 
(Department  of  Defense) _ 

The  Assistant  Inspector  General  for  Analysis  and 
Followup  (AIG-AFU)  develops  policy  and  oversees 
and  detemunes  the  adequacy  of  contract  audit  follow¬ 
up  systems  maintained  within  the  DoD.  Those 
responsibilities  are  carried  out  by  conduct!^  field 
reviews  of  approximate^  300  DoD  contracting  and 
contract  administration  offices  that  process  signific^t 
postaward  contract  audits  and  by  performing  special 
project  reviews  that  result  in  recommendations  to 
improve  the  efGsctiveness  of  DoD  contract  audit 
followup  systems.  The  AIG-AFU  provides  the 
Secretary  of  Defense  and  DoD  contract  audit  followup 
officials  with  periodic  reports  on  the  timeliness  and 
adequacy  of  actions  being  taken  on  significant  post¬ 
award  contract  audits. 

During  the  period,  the  AIG-AFU  conducted 
contract  audit  followup  and  special  project  revie^  at 
25  contracting  and  contract  administration  activities, 
reviewed  the  timeliness  and  adequaq^  of  actions  taken 
on  recommendations  made  in  611  contract  audit 
reports,  and  issued  1  special  project  report  and  19 
contract  audit  foUowup  reports. 


The  special  project  review  focused  on  over¬ 
payments  made  to  contractors  as  a  result  of  defective 
cost  or  pridng  data  or  noncompliance  with  the  Cost 
Accounting  Standards  (CAS).  We  found  various 
problems  regarding  debt  determination  and  collection 
procedures  used  by  the  DoD  components  and 
identified  $1.8  million  in  contract  debts  and  interest 
that  were  not  being  pursued  by  DoD  because  of  the 
inadequate  procedures.  Our  efforts  resulted  in  the 
nf  t)iA  mnnies  which  were  denosited  to  the 


Tteasury  or  aedited  to  the  proper  appropriations.  The 
findings  caused  us  to  place  additioi^  emphasis  during 
our  followup  reviews  on  ensuring  that  actions  taken  in 
dosing  defective  pricing  and  CAS  impact  audits 
included  proper  ^terminations  and  collection  of 
overpayments  and  interesL  As  a  result,  an  additional 
$11.6  million  was  identified,  collected  and  deporited 
in  the  Treasury. 


We  also  obtained  DoD  agreement  on  various 
policy  changes  to  correct  the  debt  collection  defi- 
dendes.  The  pending  policy  changes  should  result  in 
consistent  assessment  and  collection  of  debts  and 
applicable  interest  owed  by  contractors  as  a  result  of 
defective  pricing  and  CAS  noncompliances. 

Exhibit  8  summarizes  significant  postaward 
contract  audit  report  statistics  for  the  period. 


EXHIBITS 

CONTRACT  AUDIT  FOLLOWUP  RESULTS 
SIGNIFICANT  POSTAWARD  AUDITS 
(For  the  6-month  period  ending  September  30, 1994) 
(Dollar  amounts  in  millions) 


OPEN 

Cateaorv 

Number  of  Reoorts 

Cost  Questioned 

Undecided,  <  6  months  old 

635 

$907.0 

Undecided  >  6  months  old 

1,034 

2,654.4 

Decided  <  12  months  old 

353 

4753 

Decided  >12  months  old 

945 

1,5933 

hi  Litigation 

325 

2,607.1 

Ibtal 

_ _ 

8.2373 

*Of  the  rep(»rts,  359  involve  defective  pricing,  and  187  involve  noncompliance  with  the  cost  accounting 

1  CLOSED 

Number  of  Reports 

Disallowed  Costs  I 
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CHAPTER  3  -  CRIMINAL  INVESTIGATIONS 


TMs  chcpter  ffves  sumtnaiy  staiislics  and  describes  selected  pwid  cases  investigated  by  die  D^ense 
Oimirud  Jbtvesdfftdve  Service  (DCIS)—an  arm  of  the  Office  of  die  Inspector  General,  DoD— die  Army 
Criminallhves^atUm  Command  (dDC),  die  Naval  Criminalinvestigative  Service  (NdS)  onddteAirForce 
Office  of  Spedd  hrvestigatitms  (AFOSI).  The  NCIS  and  die  AFOSI  also  conduct  counterintelligence 
invesUgadons.  The  duster  also  provides  OIG,  DoD,  crminal  investigative  poUcy  and  oversi^  activities. 

Exhibit  9,  page  3-9,  shows  irtformadon  on  irtvesdgadve  results  achieved  during  the  period  for  those  IG 
RqiordngCodesdiatbestrefkctdielG  DoD,  emphasis  onprocurement fraud  andhecddi  careproriderjraud. 
Other  mvesdgadve  resu&s  are  presented  in  ^pendx  K  Erdiibit  10  shows  die  numbers  contractors  and 
individuals  su^iended  and  debarred  as  a  result  of  DoD  criminal  investigations. 

This  is  diefirstrtport  m  which  die  IG,  DoD,  has  sepegated  investigative  case  results  between  higi  empha^ 
and  odier  areas.  Special  care  has  been  taken  to  prevent  dtis  change  from  precluding  comparisms  with  prior 
periods.  The  combination  of  caseresudsrepmtedinExhilnt9mdi  diosereportedinAppendxEprovidesdie 
fiill  data  necessary  for  contparisons  with  prior  periods.  As  in  previous  rqients,  die  current  statistics  do  not 
include  general  crime  investigations  orcounterinielBgence  activities. 
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SIGNIRCANT  INVESTIGATIVE 
CASES  _ 


Product  Substitution 

CountBftelt  Parts 

An  investigation  found  tiiat  Sdioonmaker 
Service  Farts  C(mq>any,  Licorpcnated, 
provided  oounterfdt  marine  diesel  engine 
parts  to  the  Government,  some  of  vdudi  were 
critical  items  on  military  nudear  submarines 
and  combat  vessels.  Testing  and  inspectbn 
found  that  failure  of  certain  critical  parts  could 
have  caused  hazardous  or  unsafe  conditions 
for  individuals  using  the  parts.  The  company 
president,  Wnbum  li'oy  Padgett,  was 
sentenced  to  1  year  incarceration,  a  $4,000  fine 
and  restitution  of  $800,000.  (DCK) 

Launcher  Electronic  Unit  (L£U) 

A  joint  investigaticm  the  DQS  and  the 
AFOSI  resulted  in  a  plea  agreement  by  Lucas 
Industries,  Incorpor^ed.  Lucas  manufactured 
LEU,  a  device  that  enables  fighter  pilob  to 
launch  Maveridc  mi^es.  Lucas  supervisory 
persoimel  directed  subordnates  to  falafy  test 
results.  A  nunber  of  LEUs  failed  to  laundi 
misales  duri^  Operation  DESERT  STORM 
and  jeopardized  plots  and  soldiers.  Lucas 
agre^  to  pay  $12  million  in  fines  and 
restitution.  (DCIS/AFOSI) 

Cost  Mischarging 

Research  and  Development  Costs 

A  multiagen^  task  force  investigation 
resulted  in  the  payment  of  $75  nullion  by  the 
Boeing  Company  to  settle  allegations  of  cost 
mischarging.  The  settlement  conduded  a 
6-year  investigation  into  Boeing’s  charging  and 
cost  accounting  pactioes  between  1980  and 
1991.  One  aspect  of  the  investigation 
concerned  allegations  that  Boeing  impoperfy 
charged  millioiis  of  dollars  in  research  and 
development  costs  to  Government  cc^acts, 
vdiich  Bodng  impopriy  characterized  as 
overhead  on  its  manufacturing  and  production 
e^rts.  By  misdassifying  the  costs,  Boeing 
shifted  costs  from  Boeing  to  the  Goverrunent 
As  part  of  the  settlement,  Boeing  also 
acknovdedgcd  diargng  Goverrunent  contracts 
improperly  for  several  million  dollars  in 


foreign  direct  selling  costs  mcurred  in  selling 
its  aircraft  abroad.  (KCIS/DCIS/AFOSI) 

Inflated  Prices 

A  DOS  investigation,  with  audit  assistance 
by  the  Defense  Contract  Audit  Agency, 
resulted  in  a  $29  million  settlement  by  TRW, 
Incorporated,  for  cost  mischarging  and 
defective  pricing  on  Goverrunent  contracts. 
The  invest^ation  disclosed  ti^  TRW 
significantly  inflated  its  prices,  vidiich  caused 
prime  contractors  to  unwittingly  submit 
inflated  claims  under  their  prime  contracts 
with  the  DoD.  Those  actions  impacted  on 
numerous  DoD  subcontracts.  (DOS) 

Logistics  and  Engineering  Sentices 

As  the  result  of  an  investigation,  a  $400,000 
dvil  settlement  was  readied  with  Suppcut 
Systems  Assodates,  Incorporated,  (SSAI)  for 
violating  the  False  Claims  Act  The  SSAI 
contracted  to  povide  logistics  and  en^eering 
services  to  the  Naval  Aviation  Depot,  North 
Island,  CA,  from  1984  through  1987.  During 
the  priod,  SSAI  was  involved  in  cost 
miitrliarging  activities,  induding 
cross-charing  labor  hours  and  billing  for 
services  not  provided.  (NCIS) 

Defective  Pricing 

Management  Reserves 

A  joint  investigation  by  the  DClS  and  the 
^’OSI,  with  au^t  assistance  by  the  Defense 
Contract  Aucfit  Agency,  resulted  in  a  $63 
million  dvil  settlement  with  the  Martin 
Marietta  Corpration.  The  settlement  resolved 
issues  involving  the  General  Electric  Company 
Aerospace  l^virion,  which  was  purchased  by 
Martin  Marietta  in  April  1993.  The  Divirion 
did  not  disclose  required  cost  or  pricing  data 
by  concealing  certain  management  reserves  or 
contingendes  in  its  bids  on  Government 
contracts.  (DCIS/AFOSI) 

QuI  Tam  Settlement 

As  the  result  of  two  qui  tarn  lawsuits  against 
Thledyne  Industries,  Incorprated,  a  $11^ 
million  dvil  settlement  was  reached.  A  joint 
investigation  by  the  DCIS,  AFOSI,  NQS, 
QDC,  the  National  Aeronautics  and  Spce 
Administration  and  the  Federal  Bmeau  of 
Investigation,  found  that  the  Relays  Division  of 
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$1.79  million  dvil  settlement  widi  the 
Department  of  Justice.  (DQS) 


Apache  helicopter 


Pricing  Data 

An  investigation  by  the  DCIS  and  the  NQS, 
with  andt  assistance  by  die  DeCmse  Contract 
Aocht  Agency,  found  that  Raymond 
Engineering,  Xacorporated,  failed  to  dsdose 
updated  pricing  dak  during  negotiations  with 
Raytheon  Corporation,  a  prime  DoD 
contractor,  building  Ralriot  nu^es  for  the 
Anay.  Raymontf  s  foilure  to  provide  accurate 
data  resulted  in  Raytheon  negotiating  four 
contracts  with  inflated  costs.  As  a  result  of  the 
invest^ation,  Raymond  will  pay  the 
Government  $765,993  for  violations  of  the 
Ihith  in  Negotiations  Act.  (NQS/DQS) 

False  Claims 


Test  Irregularities 


Teledyne  sold  the  DoD  millions  of  improper^ 
tested  electromechanical  relays  and  that  the 
Systems  l^virion  padded  Dc^  contracts  on 
aircraft  electronic  equipment  One  of  die  qui 
tarn  relators  alleged  tikt  Ibledyne  provided 
defective  cost  and  pricing  data  on  militaiy 
contracts  affecting  the  F*14  fighter,  die  space 
shntde  and  die  Apache  helicopter.  In  addition 
to  criminal  and  civil  acticms  previous^ 
reported  in  the  mattw,  Ibleifyne,  on  behalf  of 
its  ^visions,  has  $1^.75  million  in 
criminal  and  avil  penalties.  (DCIS/ 
AFOSI/NCIS/CIDC) 


A  joint  investigation  by  the  DOS,  the 
AFOS^  the  NCK  and  the  Federal  Bureau  of 
Livestigation  resulted  in  a  fflea  agremnent 
whereby  Rohr  fucorporated  ^  pay  a  $3,686 
million  criminal  fine.  In  addition,  Rohr  agreed 
to  pay  $4  million  as  part  of  a  dvil  setdement 
and  to  reserve  $2  nuDion  to  guaranty  the 
performance  of  a  warranty  for  the  C*S  aircraft 
(pictured  on  page  3-4)  p^on  spares  affected  by 
test  irregularities.  The  investigation  found  diat 
Rohr  made  false  statements  concerning  t^ 
testing  of  parts  and  adhesive  materials  used  in 


Computer  Hardware 

The  Dynamics  Research 
Corporation  (DRC)  provided 
computer  hardware  and  software 
systems  for  a  centralized  data 
^stem  to  monitor  the  perfor¬ 
mance  and  maintenance  of  F-16 
aircraft  (pictured  cm  page  3-4). 
The  conqiany  purchased 
computer  equipment  firom 
several  vendors  and  obtained  as 
much  as  a  30  percent  discount  on 
the  ecpiipment  The  DRC  then 
knowi^y  did  not  disdose  the 
discount  during  contract 
negotiations.  As  a  result  of  the 
investigation,  the  DRC  reached  a 


Patriot  missile 
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F-16  aircraft 


the  C-5  cargo  plane  and  the  F-14  filter 
aircraft.  CDOS/AFOSl/NaS) 

Computer  Costs 

As  the  result  of  a  qm  tain  lawsi&  a  former 
nffirial  o[  littcm  Computer  Seraces  (LCS), 
T.ittf>n  Systems,  Incorporated,  agned  an 
millinn  settlement  agremnent  An  investir 
garinn,  with  au<fit  assistance  1^  the  Defense 
Contract  Audit  Agen^,  found  that  LCS 
altered  a  computer  billing  formula  to  limit  the 
ehargftfi  made  to  commercial  contracts  tmd 
resulted  in  Government  contracts  absorbing 
the  costs.  (DCB/AFOSI/NCIS) 

Engineering  Sipport 
Services 

i  ■ 

A  joint  investigation  by  die 
DOS,  the  AFO^  the 
National  Aeronautics  and 
Space  Administration 
(NASA),  and  the  FedenJ 
Bureau  ^Investigation,  with 
audit  assistance  by  the 
Defense  Contract  Audit 
Agency,  resulted  in  the 
successM  prosecution  of 
three  former  Anal^ 

Corporation  employees  and 
a  civil  settlement  with  the 
Department  of  Justice  in 
whidxthe  company  agreed  to 
repay  at  least  $6  mi^on  for 
unallowable  costs  claimed  on 
DoD  and  NASA  contracts. 


The  unallowable  costs  included  questionable 
salaries  for  relatives,  e^qienses  for  a 
commerdal  restaurant  venture,  personal 
country  dub  dues,  certain  consultant 
payments,  personal  esxpcDscs  for  a  European 
trip  and  personal  condominium  rental. 
(DCIS/AFOSI) 

Fraudulent  Payments 

An  investigation  found  that  Naomi 
Aquiningoc,  a  former  accounting  technician 
for  the  Defense  Logistics  ^ency  (DLA), 
issued  hersetf  42  di^ks  totaling  more  thsm 
$73,000  from  a  DLA  account  used  to  pay 
vendors.  In  addition,  Aquiningoc  obtained 
money  from  the  DLA  by  submitting  fadse 


C-5  aircraft 
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temponoy  duty  (TDY)  travel  ord»s  and  TDY 
voudiers  in  her  name  and  in  die  name  of 
anfrfhftr  DIA  employee.  The  Defense  Finance 
anA  Accounting  Service  processed  die 
vouchers  and  issued  die  chec^  The  scheme 
netted  her  $95,400  in  52  sqiarate  payments. 
Aquiningoc  was  smitenced  to  21  months 
iTnprignnmentj  3  years  supervised  release,  a 
$200  spedal  assessment  and  $169,068  in 
resdtuticm.  (DCK) 

Tow  Vehicle  Power  Conditioners  (TVPC) 

Triad  hficrosystems  I  was  awarded  a  contract 
to  manufacture  TVPC.  An  investigation 
disclosed  that  several  senior  personnel  of  Tiad 
conspired  to  defraud  the  Government  by 
directing  iHad  empbyees  to  use  Vaseline 
petroleum  jelly,  an  unauthorized  sealing  agei^ 
on  the  TVPC  o-ring  gaskets.  This  resulted  in 
THad  f^ly  cert^iing  that  the  o-i^  met 
gnntrapt  requirements.  Additional^, 
tnanagp-menr  personnel  crmspired  to  ttefraud 
the  Government  by  alteiing  certifications  to 
in<iicatft  that  certified  enqiloyees  performed 
sfilHftring  on  TWC  sub-assemblies.  From 
August  1987  through  April  1988,  IHad  was 
paid  <4ainK  for  progress  payments  of  over  $11 
tnniinn  for  534  defective  TVPC.  Following 
trial,  the  Government  was  awarded  $600,000  in 
trebte  <latnagfts  and  $5,000  in  dvil  penalties. 
The  conqpany  was  also  required  to  return 
$3,767,811  in  unfiqiudated  progress  payments 
to  the  Government.  (dDC) 

Health  Care  Fraud 

Psychiatric  Services 

Joint  investigations  ^  the  DOS,  the  Federal 
Bureau  of  Investigation,  die  Department  of 
Health  and  Human  Sernces,  the  U.S.  Postal 
Inspection  Service,  the  Internal  Revenue 
Service,  the  Office  of  F&rsonnel  Management 
and  the  Securities  and  Exdiange  Comnusaon 
resulted  in  a  guilty  plea  by  a  subHdiary  of 
National  Methcal  Enterprises,  Incorpor^ed 
(NME),  NME  Psychiatric  Hospitals, 
Incorporated  (NMEPHI),  to  conspiracy  and 
fraud.  The  NME  agreed  topay  atotal<rf$3482 
tnillinn  in  civil.  Criminal  and  administrative 
Hamagfts  and  penalties  for  harm  to 
Government  health  insurance  programs. 

The  NMEPHI  managed  more  than  70 
psychiatric  hospitals  nationwide.  The 
investigation  found  that  NMEPHI  paid 


yicjchaots  to  doctors,  rderral  services  and 
others  as  an  incentive  for  referring  patients  to 
its  hospitals.  The  NMEPHI  facilities  admitted 
and  treated  patients  unnecessarily, 
ho^italized  patients  lon^r  than  necessary  in 
order  to  eHiaust  the  available  insurance 
coverage,  billed  insurance  programs  multiple 
rimes  for  the  same  smvice  and  ^  services  not 
rendered,  and  billed  Medicare  for  the 
Irirffhacks  to  induce  referrals,  hi  the  last  5 
years,  NME  psychiatric  fodlities  billed  the 
Uniformed  Services  Health  and  Medical 
Prc^am  of  the  Uniformed  Services 
(CHAMFUS)  over  $500  million  and  were  paid 
over  $280  miUcm.  (DOS) 

Li  a  related  case,  the  DCIS,  the  Federal 
Bureau  of  Investigation,  the  U.S.  Postal 
hispectkm  Service,  the  Department  of  Health 
and  Human  Smices  Inspector  General,  the 
Tnriiana  Medicaid  Fraud  Control  Unit  and  the 
AFOSI  investigated  the  involvement  of  the 
Arbor  Hospital  of  Greater  Indimiapolis, 
Incorporated,  in  fraudulent  activities  con¬ 
nected  with  p^chiatric  care  provided  under 
tiie  CHAMPUS.  The  investigation  was 
credited  with  $14,462,800  of  the  dvil  and 
administrative  recoveries  induded  in  a  urn- 
versal  settlement  agreement  with  a  major 
p^chiatric  ho^tal  diain  to  address  alleged 
wrongdoingby  corporate  entities  involved  in  23 
squtrate  DOS  investigations^  The  Arbor 
Ho«qMtal  investigative  work  originated  frctm  a 
separate  DCIS  proactive  investigative  proj^. 
The  AFOSI  partidpatedin  the  Arbor  Hosjntal 
investigation.  ^QS/AFOSQ 

Physical  Exams  and  Diagnostic  Tests 

A  joint  invest^ation  by  tiie  DOS,  the  U.S. 
Postal  hispection  Service,  the  Inters^ 
Revenue  Service  and  sevoal  California 
agendes  resulted  in  hfichael  Smushkevich  and 
Bogich  Jovovich  being  smitenced  to  21  jears 
and  20  years  incarceration,  respecrtivefy,  for 
fraud  against  numerous  Government  programs 
anA  health  insurance  coiiq>anies.  Smushkevich 
was  fined  $2.75  million.  Jovonch  was  fined 
$500,000. 

Smushkevich  and  Jovovich  were  assodated 
with  various  medical  clinics  in  southern 
California  that  administered  physical  examina¬ 
tions  and  diagnostic  tests  to  i>ersons  covered  by 
the  CHAMPUS  and  private  meciical  insurance 
programs.  Based  on  the  examinations  and 
tests,  false  and  fraudulent  daims  were 
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submitted  to  the  insurance  programs  uang  the 
mafl  system.  (DOS) 


Other  Indictments,  Convictions  and 
CMi  Actions 


For&gn  Military  Sales 

A  thePCISj  the  Federal 

Bureau  of  Invesdgadon,  the  Internal  Revenue 
Service,  the  U^.  Postal  Inspection  Service  and 
the  Federal  Maritime  Commission  resulted  in 
Sjdvan  Friedman,  president  and  sole  share 
holder  of  Muld-Modal  Freight  Systems, 
Incorporated,  being  sentenced  to  70  mondis 
imprisonment  and  ordered  to  pay  $L129 
millifm  in  Criminal  fines  and  restitu^n.  The 
investigation  found  that  medman  and  others 
used  and  grossly  inflated  invoices  to  bill 
the  DoD  and  the  Governments  of  lykey, 
Thnisia,  Morocco  and  Malaysia  for  inland 
freight  diarges  on  cargo  purdased  under  the 
foreign  militaiy  sales  program.  The  freight 
charges  were  increased  by  200  to  400  percent 
and  the  freight  bills  submitted  to  the  DoD  and 
the  fmreign  governments  bore  the  nanie  of  a 
noneifistent  tniddng  conqiany  that  did  not 
provide  any  legitimate  services.  (DCIS) 


Indictments  and  Convictions 

Edi3A  11,  page  3-10,  shows  some  of  the  major 
indictments,  convictions  or  recoveries  obtained  by 
DoD  investigative  organizatums  from 

April  1, 1994  throu^  September  30, 1994. 

Policy  and  OversigM  Activities 

The  OfiBce  of  the  Assistant  bisector  General  for 
Criminal  Invest^ative  Policy  and  Overaght 
(OAIG-CIPO)  is  respcmsible  for  developing  new  or 
revised  investigative  policy  appEcable  to  all  DoD 
criminal  investigative  orgamzations  (DCIO)  and 
conducts  oversight  reviews  to  ensure  compliance  with 
established  policy.  The  office  also  administers  the 
DoD  VefluntaryDisdosure  Program  and  is  responsible 
for  coordinating  DoD  investigative  efforts  involved  ini 

^  voluntary  disdosure  verifications; 

®  the  Program  Fraud  Civil  Remedies  Act  of 
1986; 

^  QuiTamsuitsfiledbyprivatepar^against 
DoD  vendors  or  other  third  parties;  and 


^  matters  referred  by  the  Defense  Contract 
Au(^  Agency  that  warrant  inve^igative 
attention. 


The  GAI&CIPO  also  i^ocesses  requests  hy  the 
military  criminal  investigative  organizaticHis  (MOO) 
for  IG  subpoenas  to  support  ongoing  investigation  or 
audits,  arranges  for  subpoena  issuances  and  monitors 
the  cases  to  ensure  results  consistent  with  the  IG 
involvemmit. 


In  accordance  with  Section  1185  of  the  National 
Defense  Authorization  Act  of  FY  1994,  a  family 
member  may  request  that  the  IG  review  a  MCIO 
investigation  of  the  death  of  a  Service  member  wbem 
the  investigation  determines  the  death  resulted  from  a 
self-inflicted  cause.  The  request  must  contain 
describe  specific  evidence  of  a  material  deficiency  in 
the  investigation.  The  statute  also  requires  the 
QAIG-CIPO  to  review  and  report  on  the  Military 


such  deafli  cases. 

The  OAIG-CIPO  is  also  responsible  for  actions 
under  D6D  Directive  8320.:^  "DoD  Data 
Adnainistradon,*  and  related  guidance  from  the 
Deputy  Secretary  of  Defense.  The  Directive  desig¬ 
nated  the  IG,  DoD,  as  the  Principal  Staff  Assistant 
(PSA)  for  audits,  inspections  and  criminal  investi- 
gatiems  in  the  DoD.  The  Deputy  Secretary  of  Defense 
directed  the  PSAs  to  idei^  a  single  information 
management  "migration  ^stem"  within  each 
functional  area,  and  fimetiomd  users  to  migrate  to  the 
designated  ^em  over  a  3-year  period.  The 
OAIG-CIPO  is  responsible  for  identi^ng  the  unc¬ 
tion  ^stem  for  criminal  investigations  and  working 
with  the  DdOs  to  ensure  implementation  of  ^ 
migration  system.  The  required  efforts  include  using 
the  concepts  involved  in  business  process 
reengineering  practices  to  identify  a  current,  modified 
or  new  system  best  meeting  fimctional  user  needs 
vriiile  achieving  standardization  within  the  DoD. 

During  the  reporting  period,  the  following 
activities  contributed  to  the  accomplishment  of  the 
OIG,  D6D  criminal  investigative  policy  and  overright 
roles: 

^  Completed  investigative  work  and  reported 
on  one  Service  member  death  case  referred 
to  the  OIG,  D6D  by  a  Member  of  Congress. 

In  addition,  completed  investigative  work 
^nri  began  drafting  reports  on  three  other 
unattended  death  cases  referred  by 
congresrional  members. 

®  Completed  oversi^t  reviews  on  specific 
MCIO  investigations  in  response  to  Hotline 
and  other  complaints.  The  reviews  involved 


3-6 


aUegations  of  investigator  and  agency 
misconduct  and  were  assessed  for 
completeness  and  compliance  with  investi¬ 
gative  standards. 

Initiated  oversight  reviews  on: 

»  Conq)liance  by  the  Military  Departments 
with  DoD  Directive  70503,  "Coordina¬ 
tion  of  Remedies  for  Fraud  and  Corrup¬ 
tion  Related  to  Procurement  Activities." 

Initiated  policy  development  actions, 
including: 

»  Resiibmission  to  interested  parti^  for 
an^th^r  round  of  formal  coordination  of 
DoD  Directive  5200.24,  "Interception  of 
Wire,  Electronic  and  Oral  Communica¬ 
tions  for  Law  Enforcement  Purposes." 

»  Worked  with  the  Office  of  the  Under 
Secretary  of  Defense  for  Personnel  and 
Readiness  (USDP&R)  to  complete 
coordination  on  revisions  to  DoD 
Directive  1030.1,  "V^ctim-VWtn^ 
Assistance  Programs,"  and  partic^ation 
in  the  DoD  Interchsdplinary  >^ctim- 
'^Mtness  Astistanoe  CoundL 

»  Developed  and  coordinated  a  unified 
DCIO  position  on  modifications  to  the 
Defense  Clearance  and  Investigative 
Index  proposed  by  the  Office  of  the 
Astistant  Seaetary  of  Defense 
(Command,  Control,  Communications 
and  Intelligence). 

»  Drafting  a  proposed  DoD  Instruction  on 
the  use  of  mafl  circulation  to  obtain 
information  or  evidence  related  to 
investigative  activities. 

Continued  oversight  efforts  under  the 
Corporate  Information  Management 
(QM)  Program  to  identify  and  adopt  a 
stand^d  information  management  system 
for  criminal  investigations. 

Worked  with  the  Office  of  the  USDP&R  to 
comjdete  and  execute  a  Joint  Working 
Agreement  between  the  USDP&R,  the  IG, 
DoD,  the  DoD  General  Counsel  and  the 
Director,  Administration  and  Management, 
to  implement  mechanisms  for  meeting 
statutory  reporting  requirements  related  to: 

»  the  National  Incident-Based  Reporting 
System  (NIBRS); 

»  the  notification  of  victims  and  witnesses 
of  DoD  crime;  and 

»  the  Brady  BiU. 


The  reporting  requirements  impact  across 
functional  and  policy  responsibffities  in  the 
overall  DoD  law  enforcement  area,  and 
their  satisfaction  will  recpiire  concerted, 
coordinated  efforts  by  the  various  poli^ 
proponents  responsible  for  the  indmdum 
functional  areas.  The  Joint  Working 
Agreement  provides  for  the  needed  cx>ordi- 
nation  with  the  ongoing  CIM  initiative  in 
criminal  investigations. 

"  Reviewed  and  coordinated  the  issuance  of 
92  new  IG  subpoenas  in  support  of 
investigations  that  MCIOs  conduct  on 
behalf  of  the  IG.  The  OAIG-Investigatio^ 
processed  an  additional  217  subpoenas  in 
connection  with  its  investigations,  ^erall, 
the  IG  issued  309  subpoenas  during  the 
period,  increasing  the  total  IG  subpoenas 
issued  to  date  to  5,857. 


Voluntary  Disclosure  Program 

The  DoD  Voluntary  Disdosure  Program 
encourages  contractors  to  voluntarify  disclose 
potential  criminal  or  civil  fraud  that  may  affect  their 
contractual  relationship  with  the  Department  or  the 
contractor’s  responsibility  under  the  Federd 
Acquisition  Regulation.  The  Program,  established  in 
1986,  is  administered  by  the  OAIG-CIPO. 

In  cooperation  with  the  Department  of  Justice,  the 
DoD  continues  to  take  the  initiative  in  enhancing  the 
confidence  between  the  Government  and  industry. 
Defense  contractors  who  are  signatories  to  the 
Defense  Industry  Initiatives  or  who  participate  in  the 
Voluntary  Disclosure  Program  present  a  corporate 
policy  against  illegal  or  improper  (X>nduct  and 
establish  high  standards  demonstrating  that  criminal 
actions  will  not  be  condoned. 

Since  its  inception,  the  program  has  received  325 
disclosures.  Three  corporations  and  53  individuals 
have  been  convicted,  and  one  contractor  has  been 
debarred.  The  Government  has  received  over  $290 
million  in  criminal,  civil  and  administrative  recoveries 
as  a  result  of  the  Voluntary  Disclosure  Program. 

During  the  reporting  period,  10  new  disclosures 
were  received  and  $25  million  were  recovered. 
Significant  reci^veries  were  as  follows: 

"  A  voluntary  disclosure  matter  was  settled 
with  the  Government  recovering  $7.8 
million,  including  $23  million  that 
previously  had  been  paid  to  the 
Government.  The  settlement  covered 
erroneous  engineering  and  t(X)ling  work 
order  changes  and  erroneous  journal 
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voucher  transfers.  In  accordance  with  the 
settlement,  the  Government  may  seek 
administrative  remedies  to  recover 
outstanding  regarding  IR&D/B&P 

costs.  (DCK) 

*  A  nuyw  Defense  contractor  entered  into  a 
settlement  agreement  in  connection  with  a 
cost  miscfaai^^ng  disclosed  under  the 
Voluntary  Disclosure  Program.  The 
company  paid  the  Government  $5,230,750 
to  r^ess  the  misdiarpng.  (DOS) 

*  The  Defense  Logistics  Agenqr  entered  into 
an  administrative  settlmnent  agreement 
with  a  Top  100  Defense  contractor.  The 
agreement  covered  defective  cost  and 
pricing  information  provided  in  connection 
with  a  series  of  Defense  ccrntracts  and 
subcontracts.  The  comparer  paid  the 
Government  $10,194378  in  settlement  of 
the  matter.  (DdS) 


Some  significant  (fisdosures  during  the  period 
were: 

*  A  Top  100  contractor  requested  admission 
into  tife  Voluntary  Disclosure  Program  due 
to  possible  noncompliance  with  Federal 
acquiddon  regulations  requiring  the 
identification  and  labeling  of  has^dous 
materials. 


*  A  major  Defense  contractor  disclosed  that 
the  company  may  have  made  unauthorized 
changes  to  testing  tolerances  in  connection 
with  equipment  manufactured  for  the  DoD. 

*  A  contractor  disdosed  that  it  may  not  have 
performed  product  quality  conformity^  tests 
m  strict  accordance  with  established 
standardized  testing  methods  nhen  refining 
feel  oil  products  sold  to  the  DoD. 
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EXHIBIT  9 

INVESTIGATIVE  CASE  RESULTS 
For  the  e-Month  Period  Ending  September  30, 1994 
rProeurement  Fraud  and  Major  Health  Care  Areasl^ 


Defense  Criminal  Investigative  Oraariization.ffi 

I  I  I  JOINT 

5  CIDC 


TOTAL 


[HIGAnON  RESULTS  >  DO  J 
ONEV 
Xadictnents 
Convictions 

Gvil  Settlements/Judgments 
IklONEEARY  OUTCOMES  ($000) 
DO  J  Only 

DoD  AtfmiTiistrative _ 


btal -  - 


389.504 


^Included  are  cases  reported  under  IG  Report  Codes  B  (Conflict  of  Interest),  D  (Antitrust  Act  \^Mons), 

E  (ftocurement  Brand),  12  (CHAMPUS  Baud:  Me(£cal  Pracdtioner)  and  B  (CHAMPUS  Baud:  Healthy 
Care  TtarUity)-  The  results  for  investigations  involving  other  IG  Reporting  Codes  are  presented  in  Appendix E. 


EXHIBIT  10 

SUSPENSIONS  AND  DEBARMENTS  RESULTING  FROM  CRIMINAL  INVESTIGATIONS 


Defense  Criminal  Investigative  Organization  (DC 


OINT 


CIDC 


iCIOs 


iCIO 


TOTAL 


DoD  CONTRACT  ACTIONS 
Suspensions 
Companies 
Individuals 
Debarments 
Companies 
Indmdual 


28 

42 

44 

116 

18 

48 
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EXHIBfril 

EXAMPLES  OF  MAJOR  INIXCTMENTS,  CONVICTIONS  OR  RECOVERIES 
OBTAINED  BY  DEPARTMENT  OF  DEFENSE  CRIMINAL  INVESTIGATIVE  ORGANIZATIONS 
(For  Ihe  Smooth  Period  Ending  September  30, 1994) 


Type  of  Case 

Entities/Persons 

Sentence/Fine/Recovery/Settleinent 

n«n 

DoD 

Activity 

1.  Prodnct  Subfitita- 
tioo 

Sdioonmaker  Sovice 
Parts  Ccniqpany,  Inc. 

Company  president  sentenced  to  1  year 
incarceratian,  a  $4,000  fine  and  restitu¬ 
tion  of  $800,000 

DOS 

2.  Product  Substitu- 
tioa 

Lucas  bidustries,  Inc 

$12  milKiwi  in  fines  and  restitution 

DOS/ 

AFOSI 

3.  Cost  Miscbarging 

Boeing  Conq)any 

$75  million  dvil  setdemenl 

NOS/DCtS 

4.  Cost  Misdiaiging 

TRW,  Lie. 

$29  million  dvil  settlemesit 

DOS 

5.  Cost  Misdutging 

Siqiport  Systems 
A^ociates,  Inc. 

$400,000  dvil  setdanoit 

NOS 

6.  Defective  Pricing 

Raymond  Enginew- 
ing,  Inc. 

$765,993  dvil  settlement 

NOS/ 

DOS 

7.  Defective  Pricing 

Dynamics  Research 
Corporation 

$1.79  mOlicHi  dvil  settlement 

DOS 

8.  Defective  Pricing 

Martin  Marietta 
Corporation 

$6.3  million  dvial  s&t&emsnt 

DOS/ 

AFOSI 

9.  Defective  Pridng 

Teledyne  Industries, 
Inc. 

$112.5  million  dvil  settlement 

DOS/ 

AFOSI/ 

Nas/ 

ODC 

10.  False  Qaims 

Rdir  Incorporated 

$3,686  million  criminal  fine,  $4  million 
dvil  settlement  and  $2  million  reserve 
to  guarantee  warranty  performance 

DOS/ 

AFOSI 

11.  False  Claims 

Litton  Syst^ns,  Inc. 

$82  million  dvil  settlement 

Das/ 

AFOSI/ 

Nas 

12.  False  Claims 

Analex  Corporation 

Conq>any  soit^ced  to  1  year  proba* 
tion,  $10,000  fine,  $200  q>edal  assess- 
m^t  and  $6  million  dvil  settlement 

Das/ 

AFOSI 

1  13.  False  Claims 

Naomi  Aquiningoc 

S^iteiced  to  21  months  inprisonmemt,  3 
years  supervised  release,  $200  special 
assessment  and  $169,068  restitution 

Das 
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EXHfBIT  11  -  CONTINUED 

EXAMPlfS  OF  MAJOR  INDICTMENTS.  CONVICTIONS  OR  RECOVERIES 
OBTAINED  BY  DEPARTMENT  OF  DEFENSE  CRIMINAL  INVESTIGATIVE  ORGANIZATIONS 
(For  the  6-Monlh  Period  Ending  Septendier  30. 1994) 


\  Typeof  Case 

Qitities/Pasoiis 

Sentence/Fine/RecoTery/SdUaiiait 

DoD 

Activity 

14.  False  Claims 

Triad  Miciosystans  I 

$600,000  in  trd>le  damages,  $5,000  civil 
pftnalty  and  return  of  $3,767,811  in 
progress  payments 

CJDC 

15.  Health  Caie  Fraud 

NME  Psydiiatric 
Ho^tals,  Inc. 

$348.2  million  in  administrative  damages 
and  penalties 

Das 

16.  ]%aldi  Gate  Fraud 

Midiad  SmudikBvicli, 
Bogidi  Jovovidi 

Smushkevich  sentenced  to  21  years  incar¬ 
ceration  and  finftd  $2.75  million, 

Jovovich  sentenced  to  20  years  incarcera- 
tion  and  fined  $500,000 

DOS 

17.  Foreign  Militaiy 
Sales 

Sylvan  Friedman, 
Presidoit,  Multi-Modal 
Fieight  Systems,  Inc. 

to  70  months  inqtrisonment 
and  $1,129  in  criminal  fines  and  resdtu- 
ticm 

Das 
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CHAPTER  4  -  OTHER  INVESTIGATIONS 


The  Assistaat  Inspector  General  for  Departmental  Inqiuries  exerdses  (firection  and  control  over  the  DoD 
Hotline  and  two  admfoistrative  invesdgadons  ekments-Spedal  Inquiries  and  Program  Integrity. 

During  the  period,  equal  opportunity  issues,  n^iistleblower  reprisal  protection,  and  investigation  of  allegations 
against  senior  ofitidals  were  the  major  focus  of  the  organization.  Special  Inquiries  opened  130  cases  and  do^  105 
cases,  in  wluch  17  (13  percent)  involved  ^legations  that  were  substantiated.  Program  Integrity  and  its  Military 
Service  IG  counterparts  opened  218  cases  and  dosed  184  cases,  of  which  32  (17  percent)  involv^  allegations  that 
were  substantiated. 


Participation  In  the  Defense  Equal  Opportunity  Council  Task  Force  on 
Discrimination  and  Sexual  Harassment 

In  May,  we  briefed  the  Iksk  Force,  co-^^iaired  by  tiie  Secretary  of  the  Air  Force  and  the  Under  SMretary  of 
Defense  for  Personnel  and  Readiness  and  conq)osed  of  senior  offidals  responrible  for  Equal  Opportunity  matters 
within  DdD  and  the  Military  Departments,  on  the  results  of  our  "Review  of  Military  Department  Invest^tions  of 
Allegations  of  Discrimination  tty  Nfilitary  Personnel”  That  report  was  issued  in  Mardi,  1994,  and  was  reported  in 
our  1^  submissicm.  We  have  paitic^ated  in  the  weekly  meetings  of  the  Task  Force  and  have  offered  comments  on 
the  issues  under  consideration. 

We  recently  reviewed  the  Ihsk  Force’s  proposed  report  and  found  that  it  property  identitied  polity  and 
procedural  issues  warranting  changes  in  the  DoD  Equal  Opportunity  Program.  We  ^ve  recommends  that  the 
T^sk  Force  not  seek  to  be  disdiarged  from  its  nussion  until  revised  regulations  necessary  to  inq>lement  the  Iksk 
Force  recommendations  are  created,  coordinated  DoD  components,  and  approved  by  the  Secretary  of 
Defense. 


Review  of  the  Army  and  Air  Force  Inspector  General  Administrative  Investigation 
Processes 

At  tiie  request  ot  the  Chairman  and  Ranking  hfinority  Member,  Subcommittee  oninvestigations.  House  Armed 
Services  Committee,  we  initiated  a  review  of  the  processes  and  procedures  used  by  the  Army  and  Air  Force 
Inspectors  General  in  conducting  administrative  inquiries.  A  related  review  of  Navy  Inspectors  General  was 
completed  by  the  General  Accounting  Office  in  September  1994.  We  mqpect  to  complete  our  reviews  by  April  15, 
1995. 

Military  Whistleblower  Reprisal  Program 

Amendment  qfMiUtmy  Whistleblower  Statute:  The  Fiscal  Year  1995  Authorization  Act  contains  an  amendment 
to  the  Mlitaiy  Whistleblower  Statute,  Tide  10,  United  States  Code,  Section  1034,  nhidi  ejqpands  the  statute’s 
coverage  to  indude  complaints  of  discrimination  and  sexual  harassment  made  to  equal  opportunity  offidals  or  to 
anyone  within  the  military  chain  of  command  derignated  to  receive  such  complaints.  To  implement  the  amendment, 
a  revision  to  the  DoD  regulation  on  Military  Whistleblower  Protection,  DoD  Directive  7050.6,  is  now  in 
coordination. 

Psychiatric  Evaluations:  During  fiscal  year  1994,  we  investigated  13  complaints  that  military  members  underwent 
psyci^tric  evaluations  in  reprisal  for  vriiistleblowing  or  that  the  referrals  were  otherwise  inq>roper.  We 
substantiated  one  complaint.  Mormation  regarding  that  case  was  provided  in  the  last  semiannual  report 
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SPECIAL  INQUIRIES/PROGRAM 
IWTEGRITY _ _ 

The  Special  Inquiries  l&ectorate  provides  the  IG, 
DoD,  with  a  capability  to  investigate  allegations  of 
improprieties  in  all  areas  of  DoD  programs  and 
operations. 

The  Prc^am  Integrity  Directorate  provides  a 
central  point  for  the  oyeraght  of  instigations 
involring  allegations  against  senior  nuhtaiy  and 
civilian  offidak  within  the  DoD.  The  Electorate  also 
conducts  invesdgatitms  at  the  direction  oS  the  IG, 
DoD. 

Military  Whistleblower  Reprisal 

Representative  Case  Findings 

^  A  National  Guard  pilot  was  reprised  against 
for  reporting  that  his  company  commander 
allowed  pilots  to  fly  excepve  hour^ 
required  membership  in  a  private  organi¬ 
zation,  and  engaged  in  other  improprieties. 
The  pilot  was  removed  from  flight  status, 
a  loss  of  flight  l^y*  dnd  received 
negative  comments  on  his  Officer  Evalu¬ 
ation  Report  (OER) .  Further,  the  comply 
commander  also  influence  superior 
officers  to  refer  the  pilot  for  psychiatric 
evaluation.  The  Acting  Adjutant  General 
for  the  State  of  Oregon  issued  disciplinary 
action  to  five  of  his  sid>ordinate  offmers 
ranging  from  oral  admonishment  to  written 
reprimand  with  OER  input  and 
reasrignment  The  pilot  was  restored  to 
flight  status  and  received  back  pay  and 
reimbursement  for  his  esqienses.  His  offirial 
file  was  reviewed  to  ensure  it  contained  no 
adverse  information  related  to  this  matter. 
(H93L54783133) 

®  AnAnnyphyddanreceivedareferralOER 
in  reprisal  for  disdosures  to  an  Army 
Inspector  General  regarding  physician 
certification  requirements.  We  recom¬ 
mended  the  OER  be  removed  from  his 
official  file  and  that  the  Army  consider 
appropriate  (fiscqilinary  action  ag£^t 
those  responsible  for  the  reprisal. 
(H93L55129183) 

®  An  Air  Force  captain  received  a  letter  of 
reprimand,  two  referral  OERs,  and^  a 
for  a  Meritorious  Servic^ 
Medal  was  withdrawn  in  reprisal  for  his 
disdosure  to  the  Air  Force  Inspector 
General  regarding  mismanagement  of 


resources  and  unprofessional  conduct  by  a 
superior.  The  member’s  records  have  rince 
been  corrected,  and  he  has  been  promoted 
to  the  rank  of  major.  (093L55238186) 

•  An  Air  Force  senior  master  sergeant 
received  a  lowered  enlisted  performance 
report  in  reprisal  for  reporting  mis¬ 
management.  The  performance  report  was 
removed  from  his  official  record,  and  he 
conridered  by  a  subsequent  promotion 
board.  (H93L53138042) 

•  An  Army  captain  at  received  a  lowered 
OER  in  reprisal  for  protected  disdosures 
regarding  racial  discrunination,  assault  and 
misconduct  We  recommended  the  OER  be 
removed  from  the  captain’s  offidal  per¬ 
sonnel  file  and  that  appropriate  action  be 
considered  against  the  rating  offidals  for 
the  period  in  question.  (S93T00000045) 

®  An  Army  sergeant  received  three 
counseling  statements  in  reprisal  for 
protected  disclosures  to  Members  of 
Congress  on  inq>roper  accountability  of 
property  and  poor  maintenance  proce¬ 
dures.  The  Army  contended  the  counsel^ 
statements  were  required  by  regulation 
vriien  resolving  congressiond  inquiries. 
However,  we  determined  the  counseling 
statements  were  disdplinary  in  nature,  and 
not  in  keeping  with  the  intent  of  the 
policy/regulation.  The  statements  were 
removed  from  the  sergeant’s  record,  and  the 
Army  eliminated  the  requirement  to  use 
statements  as  part  of  congres- 
rional  inquiries.  (H93T52^3023) 

Contractor  Whistleblower  Reprisal 
Program 

6005  of  the  Federal  Acquirition  Stream- 
fining  Act  of  1994  repealed  Section  2409a  of  litle  10, 
United  States  Code,  and  amended  Section  2409.  The 
statute  protects  employees  of  Defense  contrartors 
from  reprisal.  The  amended  Section  2409  simplifies 
and  codifies  the  broad  coverage  and  remedies  for 
reprisal  applicable  to  Defense  contractor  employees. 

In  our  last  submisrion,  we  reported  we  had  never 
substantiatedreprisalby  aDefcnse  contractor.  During 
ttiic  reporting  period,  we  substantiated  repris^  against 
two  contractor  employees.  Recommendations^  for 
corrective  action  were  made  to  the  Defend  Lotties 
Agen^  under  Defense  Federal  Acquiation  Reguln* 
tion  Supplement  203.71. 
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Substantiated  Contractor  Whistleblower 
Reprisal  Cases 

^  A  contractor  employee  was  terminated  in 
reprisal  for  his  wife’s  disclosure^  of 
wrongdmng  on  the  part  of  his  supervisor. 
We  recommended  the  Secretary  of  Defense 
issue  an  order  to  the  McCarty  Corporation 
to  cancel  the  term-  ination  and  award  him 
backpay  and  benefits.  (H93LS5847227) 

^  A  contractor  employee  was  removed  from 
his  position  as  Construction  Quality  Control 
Representative  in  reprisal  for  reporting 
contract  deviations  to  the  Navy.  We  recom¬ 
mended  the  Secretary  of  Defense  issue  an 
cnder  that  the  company  award  the  employee 
back  pay  for  the  period  during  which  he  was 
replaced  as  Construction  Quality  Control 
Representative.  (S931J0000019S) 

In  a  case  not  covered  under  Section  2409  of 
Tide  10,  United  States  Code,  a  concessionaire 
at  the  Randolph  Air  Force  Base  Exchange  was 
reprised  against— her  contract  was  not 
renewed— for  reporting  posrible  illegal  actions 
1^  anc^er  concesrionaire  to  the  Immigration 
and  Naturalization  Service.  Thecontractofthe 
reprised-against  conessionaire  was  subse- 
quendy  renewed.  (H94L57196113) 

Additional  Significant  Findings 

Improper  Reimbursement  for  Travel  - 
P93L54052089 

A  senior  Army  civilian  was  improper^ 
reimbursed  for  travel  to  his  new  permanent 
duty  station  during  the  period  July  3,  1988 
throu^  December  31, 1988.  He  was  permitted 
to  remain  in  a  temporary  duty  status  after  his 
official  duty  station  changed.  We  recom¬ 
mended  the  Army  reconq>ute  travel  and  per 
diem  entitlements  for  the  period  and  take 
payment  or  recoupment  action  as  warranted. 

Inadequate  Mental  Health  Evaluations 

The  wife  of  aformer  enlisted  member  alleged 
that  her  husband  was  not  given  adequate 
mental  health  evaluation  or  treatment  by  Navy 
mental  healdi  professionals;  rather,  that  the 
Navy  pursued  disc^linary  actions  uduch 
resulted  in  his  release  from  active  duty  with  an 
other  than  honorable  discharge.  At  our 
request,  the  Acting  Assistant  Secretary  of 
Defense  for  Health  Affrirs  reviewed  the  equ¬ 
ation  and  treatment  and  found  them  defidenL 
The  member  was  adrised  that  he  may  apply  to 


the  Board  for  the  Correction  of  Naval  Records 
to  change  the  status  of  his  discharge. 
(H93C54798128) 

The  mother  of  a  Navy  enlisted  member  udio 
committed  suicide  requested  an  inquiry  into 
the  Navy  handling  of  her  son’s  mental  health 
treatment.  We  found  a  Navy  psychologist 
determined  the  member  to  be  a  danger  to 
himself  and  others  if  not  discharged  from  the 
Navy  and,  nevertheless,  recommended  the 
member  be  discharged  without  further 
evaluation  or  treatment.  The  member  com¬ 
mitted  suicide  vriiile  on  administrative  leave 
pending  his  discharge  from  the  Navy.  We 
requested  the  Acting  Assistant  Secretary  of 
Defense  (Health  Affairs)  (^D(BA))  e^^u- 
ate  the  mental  health  evaluation  performed  by 
the  Navy  and  expressed  our  concern  regarchng 
Navy  procedures  and  policies  regarding 
suicide  prevention  and  treatment. 
(H93CS3934074) 

In  both  cases,  the  Assistant  Secretary  of  the 
Navy  Manpower  and  Reserve  Affairs)  agreed 
with  the  OASD(HA)  assessment  and 
recpiested  the  Surgeon  General  of  the  Navy 
determine  vriiether  a  hearing  would  be 
appropriate,  which  could  result  in  measures  to 
curtail  the  privileges  of  the  mental  health 
providers.  We  are  monitoring  this  activity. 

DoD  Hotline 

The  DoD  Hotline  continues  to  be  an  effective 
method  for  DoD  employees,  military  members,  DoD 
contractor  employees  and  the  public  to  report 
instances  of  fraud,  waste  and  mismanagement  within 
the  DoD,  To  date,  the  Defense  Hotline  has  recorded 
savings  to  the  DoD  totaling  over  S217  million.  The 
savings  were  achieved  as  a  direct  result  of  audits  and 
investigations  initiated  in  response  to  information 
provided  to  the  DoD  Hotline. 

Departmental  Inquiries  staff  provided  briefings  to 
seven  dasses  at  the  Department  of  the  Army  Insp  ector 
General  Academy,  Fort  Belvoir,  Mrg^a.  lypicafly, 
the  briefings  induded  an  overview  of  DoD  Hotline 
operations,  the  Inspector  General,  DoD,  mission  and 
the  relationship  between  the  NGlitary  Service 
Inspectors  General  and  the  Inspector  General,  DoD. 

A  1-week  training  seminar  was  provided  to  an 
employee  of  Headquarters,  Army  and  Air  Force 
Exchange  Service  (AAFES).  The  need  for  this 
specialized  training  was  determined  during  an 
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operational  evaluation  of  the  AAFES  Hotline 
c<niducted  the  D6D  Hotline  staff  in  January  1994. 

During  thk  period,  the  Hotline  staff  conducted 
quality  reviews  of  Hotline  operations  within 

the  U.S.  Marine  Corps,  tte  Naval  Sea  Systems 
Conunand,  and  the  Pacmc  Air  Forces  Command. 

A  notable  shift  in  the  ^es  of  complaints  received 
through  the  HoU^  continues.  Allegations  involving 
contracting  and  procurement  irregularities  have 
declined  vdiile  sexual  harassment,  repnsal  and  miscel* 
laneous  personnel  oomfdaints  have  increased.  Ediibit 
12,  page  4-5,  prowdes  an  anafysis  of  the  DdD  Hotline 
activity. 

Significant  DoD  Hotline  Findings 

Defense  Hotline  Case  fiS9-T4$257  •  Test  Data 
Falsification 

A  jdnt  investigation  by  the  U.S.  Army 
Criminal  brvesdgation  Command  (CIDC)  and 
the  Federal  Bureau  of  Investigation  (FBQ 
substantiated  allegations  diat  a  Govermnent 
contractor  falsified  test  data  in  connection  with 
a  U.S.  Army  radio.  The  contractor  enqrloyees 
pled  guilty  to  conspiracy  and  making  false 
statements  and  were  sentenced  to  6  mondis 
home  ermfinement,  36  months  supervised 
probation,  and  fined.  The  contractor  agreed  to 
pay  a  glt^al  settlement  package  and  fines 
totallmg  $20,824,731.  Additionally,  the 
contractor  enq>loyees  were  debarred  from 
U.S.  Government  cmitracting  for  periods  of  2 
and  3  years  (QDC/FBI). 

Defense  Hotline  Case  ff  92-7-52505  -  Bid  and 
Proposal  waste 

An  investigation  by  the  Defense  Criminal 
Investigative  Service  (DCK)  substantiated  an 
allegation  that  two  contractors  entered  into  a 
teaming  agreement  on  an  Amty  contract 
moHifigatinn  in  violation  of  Section  1  of  the 
Sherman  AcL  A  dvil  antitrust  suit  against  the 
contractors  was  filed  and,  under  the  terms  of 
the  consent  judgment,  eadi  contractor  agreed 
to  pay  1^047,^.  Additionally,  an  adminis¬ 
trative  recovery  of  $7,869,389  WK  collected 
from  the  contractors  on  funds  previousty  spent 
after  the  Army  rigned  a  contract  mo<fification 
reducing  the  total  value  of  the  contract.  Ibtal 
recovery  in  the  investigation  was  $11,964398 

(bas). 


Defense  Hotline  Case  fi90-C-48026  -  Product 
Substitution 

An  investigation  by  the  Defense  Criminal 
Investigative  Service  (DCIS)  substantiated  that 
the  supplier/subcontractor  on  a  DoD  contract 
substituted  dry  reconstituted  baby  lima  beans 
for  the  fresh  baby  limas  specked  by  the 
contract.  The  subcontractor  agreed  to  pay  the 
DoD  $767,410  in  a  cavil  settlement  agreement. 
The  Asristant  U3.  Attorney  declined  criminal 
prosecution  of  the  subcontractor  due  to  lade  of 
perceived  criminal  intent  (DCIS). 

Defense  Hotline  Case  If86-T3519  -  Labor 
Mischarging 

The  DCIS  substantiated  allegations  that  a 
Navy  contractor  had  mischarged  $5,000  in 
labor  costs.  The  investigation  also  di^losed 
other  misrharging  schemes.  Tbtal  loss  to  the 
Government  was  approximately  $243381.  A 
settlement  agreement  was  reached,  and  the 
contractor  agreed  to  pay  the  Government 
$250,000  in  civil  damages. 

Defense  Hotline  Case  ¥f87-G-34115-  Cost 
hfischarging  and  False  Billing 

An  investigation  by  the  Naval  Criminal 
Investigative  Service  ^CB)  reveal^  a  Navy 
contractor  engaged  in  labor  cost  mischarpi^ 
and  various  false  billing  schemes.  The  presi¬ 
dent  of  the  contracting  firm  was  convicted  of 
one  count  of  conspiracy  to  defraud  the 
Government.  He  was  sentenced  to  5  years 
confinement,  3  years  supervised  probation, 
$100,000  fine  and  1^,000  restitution. 
(NCIS/DCAA). 

Defense  Hotline  Case  #92-752301 -Abuse  of 
Company  Automobile 

An  audit  by  the  Defense  Contract  Audit 
Agency  (DCAA)  substantiated  allegations 
that  a  contractor  employee  used  the  company 
automobile  for  personal  use,  u^ch  was 
contrary  to  written  company  policies.  The 
audit  fiuther  disdosed  that  the  contractor  did 
not  screen  the  costs  assodated  with  personal 
use  of  automobiles  assigned  to  individuals.  The 
contractor  was  requested  to  review  the  matter 
and  identify  unallowable  costs  in  fiscal  years 
1989  through  1992.  The  DCAA  audit  and  the 
ccmtractor’s  review  resulted  in  approximately 
$54,400  sadngs  to  the  Government.  (DCAA) 
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Defense  Hotline  Case  *93-T54053  -  Waste  of 
Government  Funds 

An  Am^  inquiry  was  initiated  into  allega* 
tkms  that  a  senior  ofiBcer  at  an  Army 
installation  planned  a  training  field  trip  for  his 
military  and  civilian  personnel  to  a  Civil 
historical  rite.  The  trip  had  no  job-related 
benefits^  and  the  use  of  the  jdanned 
administrative  leave  was  not  authorize.  The 
trq)  was  cancelled,  saving  approxiinately 
$40,000.  (TEXCOM) 


Defense  Hotline  Case  *9(FT^47546-  Collusive 
Bidding 

ADOS  investigation  revealed  that  the  owner 
of  a  company  submitted  collusive  bids  on 
Government  contracts  for  hand-held  emer¬ 
gency  lights  on  behalf  of  his  company  and 
another  company  in  which  he  held  an  executive 
position.  Pursuant  to  a  plea  agreement,  the 
ownerpled  guilty  to  one  count  of  mail  fraud  (18 
Ui!.C.  1341)  and  was  sentenced  to  3  ye^ 
probation,  fined  $10,000  and  paid  a  special 
assessment  of  $50.  No  prosecutive  action  was 
taken  against  the  other  company.  (DClS) 


EXHIBIT  12 

DoD  HOTUNE  PROGRAM  ANALYSIS 
(For  the  oerlod  endina  Seotember  30. 1 994>  _ 

Prooram  Analysis 

HK7!S9ll 

Calls  and  Letters 

DoDHodine 

4361 

GAOHodine 

49 

Disposition 

Substantive  Allegations: 

1,065 

Referred  to  DoD  components  for  action  (investigation,  audit  or  inspection) 

Referred  to  odier  Federal  Departments  and  Agendes 

28 

Referred  to  DoD  components  for  information  (no  investigation  required) 

542 

Wnrtinp.  source  asked  to  contact  cognizant  agency  direcdy  (allegation  appears  to  warrant 

250 

some  action,  but  not  by  tte  OIG,  DoD) 

SuDoIemental  and  foUowuD  contacts  with  Hotline  soutobs^ 

447 

Subtotal  (Substantive  allegations) 

2332 

Status  of  Allegatioos  Referred  to  DoD  Audit,  Inspection  And  Investigative  Cwnponents 

1,420 

Cases  closed  during  period 

^Consists  mainly  of  letters  sent  to  the  DoD  Hotline  of  other  Federal  agencies. 

.  . 

^Reflects  calls  of  an  adnunistrative  nature  inappropriate  for  Hotline  action  and  follow-up  calls  made  to  and 

from  the  Hothne  about  ongoing  cases. 

^Contained  insuffident  data  for  action  or  did  not  fall  into  one  of  the  categories  under  substantive  allegations. 
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CHAPTER  5  -  INSPECTIONS 


TTtis  duster  contains  inspection  information  from  tiie  Assistant  hispector  General  for  Inspections  (AJG-INS)  and 
the  Inspectors  General  oftiteAimy,  Navy  andAir  Force. 


The  activities  ofdte  inspection  organizations  for  evaluating jnogwn  economy,  ^dentyand  ^ectiveness  and  for 
preventingfrtmd,  waste  and  misrrumagement  are  itKluded  in  Ms  chapter.  The  traditional  nwlitary  Inspectors  General 
roles  are  Turt. 
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SlGNIFlCAm'OIG,DoD 
INSPECTIONS _ 

The  AIG*1NS  perforins  worldwide  inspections  and 
program  evaluations  in  areas  of  concern  to  the 
Congress,  the  Secretary  of  Defense,  the  OSD  Principal 
the  Joint  Staff  and  the  Directors  of  the 
Defense  Agencies.  The  inspections  and  evaluations 
provide  managers  with  a  balanced  look  at  the 
effectiveness  of  an  organization  or  program. 

Management  of  Digitized  Technical 
Data 

An  inspection  assessed  the  management  of  the 
DoD  efforts  to  digitize  technical  da^  for  weapon 
system  acquisition  and  lo^tics  support.  We  found 
problems  in  the  management,  plannii^  and 
implementation  of  the  Continuous  Acquisition  and 
Life-cycle  Support  (CALS)  initiative.  We  found  that 

Strategy  versus  Program 

Confusion  exists  in  the  DoD  and  industry 
over  whether  the  CALS  initiative  is  a  strategy 
or  a  program.  That  has  resulted  in  an 
ineffective  management  structure,  late 
allocation  of  fonds,  a  lack  of  policies  on 
reimbursement  for  operating  fonds  and  a  lack 
of  specific  guidelines  for  the  acquisition  and 
management  of  di^tized  technical  data  in  the 
DoD*  We  recommended  the  Under  Secretary 
of  Defense  for  Acquisition  and  Ibchnology 
staff  a  ded^n  paper  to  determine  if  tlm  D6D 
should  continue  with  the  CALS  initiative. 
Management  nonconcurred  and  stated  that  the 
intent  of  the  recommendation  will  be  satisfied 
in  the  DoD  CALS  Implementation  Plan, 
scheduled  for  draft  release  in  1994. 

Irtrastructure 

The  Joint  CALS  system  was  not  sufficient^ 
defined  to  field  activities  to  provide  a  clear 
understanding  of  implementation  require¬ 
ments.  We  recommen^d  the  establishment  of 
an  interagen^  plan  of  action,  with  milestones 
and  dates  for  expansion  of  the  Joint  CALS 
system  from  its  prototype  test  sites. 
Management  concurred. 

Policies  aiKl  Procedures 

No  policies  CTst  that  identify  users,  fimding 
or  hardware  for  the  Joint  CALS  system.  We 
recommended  the  revision  of  Defense  acc^pisir 
tion  management  directives  and  instructions. 


Management  concurred  with  our  recommen¬ 
dations.  (94-INS-05) 

Selective  Service  System 

At  the  request  of  the  Senate  Appropriations 
Comnuttee,  we  conducted  an  organization^  manage¬ 
ment  inspection  to  exannne  how  the  Selective  Service 
System  (SSS)  determines  its  requirements  and 
manages  its  resources  to  perform  its  mission.  The 
inspection  esqpands  complements  a  1992  man¬ 
power  and  workload  stuffy,  conducted  at  the  request 
of  flie  SSS  by  tiie  U.S.  Army  Force  IntegrationSupport 
Agency  (USAFISA).  The  major  issues  and  recom- 
menchdons  are: 

Resource  Manag&nera 

The  DoD  peacetime  and  wartime 
mobilization  recpiirements  have  not  been 
revised  since  1980.  We  recommended  the 
agency  establish  a  formal  review  process  to 
ensure  that  mobilization  requirements  are 
consistent  with  current  DoD  assessments. 

Management  Programs 

The  USAFBA  stucfy  recommended  an 
outside  agency  review  and  reclassify  all  agency 
positions  to  address  overgrading  concept. 
Instead,  the  SSS  conducted  an  internal  review. 
Only  two  grade  changes  were  made— both 
upwarcL  We  concurred  with  the  USAFBA 
recommendation. 

Internal  Controls 

The  SSS  internal  control  prc>gram  is 
adequately  designed  but  the  program  is 
inadecpiatefy  executed  The  SSS  was  unable  to 
properly  account  for  property^  valued  at 
approximately  $4.5  million.  Additionally,  SSS 
financial  management  processes  did  not 
identify  that  too  much  money  had  been  obh- 
gated  to  reimburse  the  DoD  for  SSS  e}q)enses. 

As  a  result,  $8  miHicm  that  might  have  been 
used  by  the  SSS  for  unfunded  recpiirements 
was  not  available.  We  recx)mmend^  the  SSS 
assess  its  internal  cx)ntrol  processes  to  identify 
^nH  implement  measures  to  ensure  managers 
continuously  evaluate  the  adequa^  of  the 
controls.  Management  partialfy  concurred 
with  our  recommendations.  (94-INS-lO) 


5-2 


Review  of  the  Hiring  and  Promotion 
Practices  at  the  Nationai  Security 
Agency 

The  review  was  conducted  in  response  to  a  r^uest 
from  Senator  Barbara  A.  Mikulsld.  In  addition  to 
analyzing  the  hiring  and  promotion  practices  of 
women  and  minorities  at  the  National  Security  Agency 
(NSA),  we  also  evaluated  the  adequacy  of  the 
discrimination  complaint  resolution  process. 

The  NSA  has  not  identified  systemic  problems  and 
barriers  faced  women  and  minorities  in 
recruitment,  hiring,  promotion  or  career  develop¬ 
ment.  Additionally,  Uie  NSA  does  not  cominle  or 
analyze  the  data  ne^ed  to  take  appropriate  corrective 
action  to  remove  the  barriers. 

Recommendations  were  made  to  address  the 
shortcomings  in  the  NSA  practices  regarding  women 
and  minorities.  The  recommendations  focused  on 
better  communication  between  the  personnel  office, 
the  Ecpial  Employment  Opportunity  office  and  agency 
selecting  officials.  The  Director,  NSA,  accepted  and 
intends  to  imjdement  our  recommendations.  A 
number  of  initiatives  were  imidemented  that  address 
issues  in  our  report  The  actions  taken  and  proposed 
by  the  NSA  are  fully  responsive  to  our  recommenda¬ 
tions.  (94-INS-04) 

U.S.  Southern  Command 
(USSOUTHCOM) 


Onal  Ikeaty  Implementation  Plan  (PCflP). 
We  recommended  that  the  lessons  learned 
reviewed  and  addressed  in  execution  plans  to 
avoid  prior  problems  and  that  the  proposed 
date  for  reloc:ation  of  the  USSOUTHCOM 
headcpiarters  be  revisecL  Management 
concurred 

Resource  Management 

The  Joint  Chiefs  of  Staff  proce^  ^daj^ 
did  not  ensure  that  Integrated  Priority  Lists 
(IPLs)  clearly  identify  i^orities  for  resource 
recjuirements  in  a  format  readify  useful  to 
programming  staffs.  We  recx>mmended  that  the 
QNCs  clearfy  state  the  priority  of  their 
capability  requirements.  We  also  recom¬ 
mended  establishing  procedures  that  ensure 
changes  to  IPL  requirements  are  coordnated 
with  the  CINC  before  publication  of  the 
Service  Prc^gram  Objective  Memorandum. 

The  Joint  Manpower  Prc^am  does  not 
provide  ameansof  determining  and  comparing 
the  relative  priority  of  competing  demwds  for 
manpower.  We  recx)mmended  the  Joint  Staff 
develop  and  implement  procedures  to  asrign 
relative  priority  to  the  manpower  requirements 
of  joint  activities  and  to  fill  those  requirements 
in  accordance  with  their  relative  priority. 
Management  concurred  with  our  recommen¬ 
dations. 


The  inspection  evaluated  the  efficiency  and 
effectiveness  of  the  processes  used  by  the  command  to 


carry  out  its  assigned  missions. 
Significant  positive  aspects  in 
the  management  of 
USSOUTHCOM  include  the 
effective  use  of  the  Integrated 
Priority  list  and  the 
Commanders  in  Chief  (CINC) 
Preparedness  Assessment 
Report  to  identify  resource 
shortfalls,  an  effective  long- 
range  planning  process  and  an 
extensive  countemarcotics 
operation.  The  major  issues 
and  recommendations  include: 

Treaty  Implementation 

The  USSOUTHCOM 
has  not  incorporated  the 
lessons  learned  from 


previous  treaty  related 

events  into  its  plans  to  Panama  Canal 

inq>]ement  the  The  Panama 
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Preparedness  Assessm&jt 

The  USSOUTHCOM  does  not  ^ke 
effective  use  of  all  available  readiness 
to  assess  the  commandos  ability  to 
perform  assigned  miganns.  We  recommended 
the  of  a  single  ofBce  to  ooUect^ 

analyze^  review,  monitor  and  evaluate  all 
available  reading  information  on  a  coi^- 
iimg  basis.  Management  was  partly 
responsive  to  our  recommendation.  Resolution 
pending.  (94-INS-06) 

Defense  Commissary  Agency  (DeCA) 

The  mq)ection  evaluated  resourcing,  internal 
administrative  programs  and  oversight 
processes.  Ihe  DeCAis  making  significmt  progress  in 
consolidating  the  four  separate  commissary  systems 
under  one  agency,  taking  actions  to  develop  and 
implement  common  poEcies,  prooedurw  and  bpiness 
^sterns,  and  implementing  cost  saving  initiatives. 
Major  issues  and  recommendations  are: 

Strategic  Planning 

A  strategic  defining  mission,  primary 
goals  and  objectives  was  published  13  months 
after  die  DeCA  was  established.  However, 
quantifiable  indicators  enabling  managers  to 
measure  progress  in  achieving  organizational 
goals  were  not  estsblished.  We  recommended 
the  Director  of  the  DeCA  closely  monitor  md 
condnually  test  and  ^^date  the  goals,  objec¬ 
tives  and  measurement  standards  in  foe 
strate^c  plan.  Management  concurred  with 
our  recommendation. 

Manpower  Requirements 

The  manpower  requirements  determination 
process  has  not  been  complete^  implemented. 
We  rpcomp^e^^dfid  establishing  mechanisms^  to 
validate  workload  data  used  in  determining 
manpower  requirements.  We  also  recom¬ 
mended  development  of  a  plan  of  action  for 
conducting  operational  improvement  studies. 
Management  concurred  with  our  recommen¬ 
dations. 

Civilian  Personnel  Managem&it 

The  Agency  does  not  provide  adequate 
oversight  of  its  dvilian  personnel  management 
program.  We  recommended  a  medianism  be 
developed  to  evaluate  and  improve  systems  to 
ensure  fair  and  economical  use  of  human 


resources.  Management  concurred  with  our 
recommendations. 

Oversight 

Delays  in  developing  and  distributing 
Management  Control  Review  Checklists 
impeded  comprehensive  reviews  of  commis¬ 
sary  operations  for  the  1993  statement  of 
assurance.  Additional^,  no  formal  accounta¬ 
bility  for  internal  management  control 
successes  or  feilures  was  established.  We 
recommended  establishing  procedures  to 
ensure  complete  and  timely  evaluation  of 
assessable  units  tiiat  support  the  Agency 
of  assurance.  We  also  recommended 
that  personnel  performance  plans  and 
appraisals  reflect  unit  manager  accountability 
for  management  controlk  Manage^r^ 
concurred  with  our  recommendations. 
(94-INS-13) 

Defense  Contract  Management 
Command  (DCMC) 

The  inspection  assessed  the  effioency  and  effec¬ 
tiveness  of  foe  processes  used  to  plan,  report,  manage 
oversight  and  provide  customer  feecfoack  in  foe 
DCMC  as  fo^  pertain  to  Defense  Management 
Report  Dedsion  (DMRD)  916,  whidi  consolidated 
the  contract  administration  services  under  the 
Defense  Lotties  Agency. 

The  DCMC  implementation  of  DMRD  916  has 
consolidated,  streamlined  and  standardized  foe 
contract  administration  services  functions.  Major 
issues  and  recommendations  include: 

Manpow&'  Management 

The  DCMC  does  not  have  a  consistent 
command-wide  process  for  reviewing  and 
projecting  manpower  requirements  based  on 
quantitative  and  quijitative  workload 
measurement  techniques.  We  recommended 
foe  Under  Secretary  erf  Defense  for  Personnel 
and  Readiness  (USD(P&R))  work  with  the 
DoD  components  to  develop  m^power 
requirements  analysis  methodologies  and 
establish  an  overright  mechanism.  We  also 
recommended  foe  DCMC  establish  consistent 
command-wide  manpower  requirements 
analysis  mcfoodologles.  The  USD^&R)  did 
not  respond  to  the  first  recommendatbn.  We 
requested  the  USD(P&R)  provide  a  plan  and 
milestones  for  implemen^Uion  of  foe  recom¬ 
mendation.  The  DCMC  management  con¬ 
curred  with  foe  second  recommendation. 
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Program  Support 

The  DoD  reguladons  do  not  dearfy  define 
and  estd^lish  the  DCMC  role  and  program 
support  responsibilities  We  recommended  the 
Under  Secretary  of  Defense  for  Acquisition 
and  Ibchnolpgy  (USD(A&1))  clearly  dei^ 
the  DCMC  program  support  responsibilities. 
The  USD(A&T)  concurred. 

Property  0\rersight 

The  DCMC  continues  to  have  problems  wi^ 
the  management  of  Government  property  in 
the  hands  of  contractors.  We  recommended 
the  Command  ensure  that  the  property 
tn^naggment  process  chaj^cr  in  a  reference 
source  currently  under  development  contains 
oversight  mechanisms.  We  also  recommended 
verifying  that  the  required  number  of  prop  erfy 
administrators  are  in  place  to  provide  an 
aggressive  oversight  program  for  Government 
furnished  properly.  Management  concurred. 
(INS-94-12) 

Source  Selection  Process 

An  inspection  assessed  the  adequacy  of  planning, 
execution,  resources  and  oversight  of  the  source 
selection  process.  The  process  enconqiasses  the 
evaluation  and  analysis  of  a  company’s  (source) 
proposal  for  providing  goods  and/or  services  to  the 
Government  and  the  Department’s/Service’s  selection 
of  that  source.  The  process  steps  are  well  defined, 
provide  a  means  to  reach  a  decision  and  are  generalfy 
followed.  However,  the  inspection  highlighted 
problems  with  "Best  Value"  solicitation  procedures, 
procurement  integrity,  evaluator  training,  evaluation 
factors  poli^  and  acquisition  streamlining.  Major 
issues  and  recommendations  indude: 

Planning 

Requests  for  Proposal  (RFPs)  do  not 
desci^  requirements  with  sufifident 
spedfidly  to  facilitate  ofiers  based  on  "Best 
Value"  in  competitive,  negotiated  procure¬ 
ments.  We  recommend^  the  establishment  of 
descriptive  guidelines  on  when  to  use  and  how 
to  structure  "Best  Value"  in  procurements. 

The  DoD  guidance  on  the  release  of  weights 
asrigned  to  evaluation  factors  is  confusing  and 
we  recommended  the  Under  Secretary  of 
Defense  for  Acquisition  and  Technology  (USD 
(A&T))  darify  regulatory  guidance  covering 
^e  release  of  weights  in  RFPs. 


The  Military  Departments  and  Defense 
Agendes,  with  the  exception  of  the  Defense 
Information  Systems  Agency  and  the  Defense 
Nuclear  Agency,  concurred  with  our  recom¬ 
mendations  concerning  "Best  Value"  guidance. 

The  Director,  Defense  Procurement, 
responding  for  the  USD(A&T),  nonconcurred 
with  our  recommendation  on  equation  factor 
wei^ts.  Resolution  pending. 

Execution 

The  Military  Services  do  not  sufificientfy  train 
evaluation  board  members.  We  recxmimended 
procedures  be  imjdemented  to  ensure  board 
members  are  trained  prior  to  the  execution  of 
their  duties.  We  also  found  that  procurement 
integrity  provisions  are  not  e^orced.  We 
recommended  establishment  of  appropriate 
oversight  procedures  and  darification  of 
instructions  for  certification  statements. 
Management  was  responrive  to  our  recom¬ 
mendations. 

Controlling  the  Process 

There  was  no  evidence  of  attempts  to 
measure  the  effects  of  streamlining  initiatives. 

We  recommendedtheUSD(A&T)  recjuire  the 
collection,  maintenance  and  analyris  of  source 
selection  rime  and  cost  data  to  estabfish  a 
baseline  for  measuring  the  success  of  stream¬ 
fining  initiatives. 

The  Director,  Defense  Procurement, 
acknowledged  the  recommendation  but  did 
not  agree  to  direct  a  new  administrative 
requirement.  The  Military  Services  and 
Defense  Agencies  nonconcurred  with  the 
reconunendation.  Resolution  pending. 
(94-INS-09) 

Washington  Headquarters  Services 
(WHS) 

The  WHS  provides  administrative  and  operational 
support  to  specified  activities  in  the  National  Capital 
Region.  We  evaluated  the  WHS  ability  to  effectively 
and  effidently  plan,  organize,  direct  and  control  its 
organization,  as  well  as  ac^ns  taken  to  correct 
problems  identified  in  our  1990  inspection.  Significant 
progress  had  been  made  to  improve  the  overall 
management  of  the  WHS  and  to  correct  previous 
probbms.  Major  issues  and  recommendations 
include: 
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Planning 


Manpower,  supply  and  prope^ 
plans  are  not  in  place  to  asast 
managers  in  ensuring  efficient  use  of  resources. 

WHS  managers  do  not  effectively  use 
customer  feedback  to  reallocate  resources  as 


priorities  and  reqi^ements  diange.  We 
recommended  establishment  of  an  organiza¬ 
tional  planning  {UTOcess  to  anticipate  emer^ng 
requirements,  develop  policies  and  ensure 
accountability. 


The  planning  process  does  not  provide 
adequate  pofides  and  procedures  to  ensure 
tliaf  D6D  finanaal  management  polides  are 
f oflowed.  We  recommended  the  establishment 
of  management  polides  and  procedures 
ensuring  tl^at  hind  managers  comply  with 
statutory  and  regidbtory  requirements. 


Management  was  partially  respondve  to  our 
recommendation  on  planning  and  concurred 
with  our  recommendation  on  financial 
management  policies.  Resolution  pending. 


Rirther,  the  DSA  organizational  catego^  permits 
uncontrolled  growth  of  staff,  resulting  in  excess 
layering  and  indirect  lines  of  authority  and  control.  We 
recommended  disestablishing  the  DSA  organizational 


nonconcurredwith  our  recommendations.  Resoludon 
pending.  (94-INS-08) 


Defense  Rnance  and  Accounting 
Service  (DFAS) 

A  review  was  conducted  of  the  organization  and 
imjAementation  of  Defense  Management  Report 
Decisions  related  to  the  DE\S.  We  found  the  DFAS 
has  not  adequately  established,  controlled  or 
standardized  the  processes  necessary  to  provide 
f  finance  and  accounting  services  to  the  DoD. 
Rirther,  the  DIAS  has  not  implemented  adequate 
controls  over  key  functional  areas  of  responsibility 
within  the  organization.  While  no  specific  recommen¬ 
dations  were  made,  observations  that  could  improve 
DIAS  operations  were  provided  duringthe  field  virits. 
(94-INS-ll) 


Oversight  and  Management  Controls 

TheWHShasnot  developed  or  impiemented 
performance  measures  to  conq)lement 
management  controls  and  over^ht  mech¬ 
anisms.  We  recommended  development  of  a 
management  process  to  proactive^  solicit 
customer  feedback  and  the  development  of 
improved  workload  measurement  medianisms 
to  control  overtime  work.  Management  was 
responsive  to  our  recommendation. 
(94-INS-()7) 


Defense  Support  Activities  (DSAs) 
Providing  Technical  and  Analytical 
Support  to  the  Office  of  the  Secretary 
of  Defense 

Aniospecdon  was  conducted  to  detenmne  if  DSAs 
are  efficient^  and  effi^dvely  jMTOviding  tedinical  and 
analytical  support  to  OSD  and  other  DoD  elements. 
We  alsn  examined  actions  taken  to  address  problems 
with  the  activhies  noted  in  our  1989  inspection  of 
DSAs. 

Inspectors  identified  problems  in  poficy 
rftmpliancftj  Organizational  structure  and  relation- 
ships^  resource  managemmit  and  oversight.  We  also 
found  that  corrective  actions  did  not  correct  problems 
identified  during  our  previous  inspection. 


Specialized  Military  Training 

Areview found  that  the  knowleri^  skill,  attitude 
and  operational  environment  requir^  to  conduct 
peace  iterations  are  complex  enough  to  warrant 
training  beyond  that  cuTTendy  received  by  individuals 
in  the  hfili^  Services.  While  such  training  Mtiatives 
are  taking  {dace,  the  following  areas  need  improve- 
mftnt?  nulitaiy  observer  training,  staff  and  interagency 
training  and  the  use  of  existing  resources.  Three 
were  made  to  the  Deputy  Assistant 
Secretary  of  Defense  (Peacekeeping  and  Peace 
Enforcement  Policy)  to  enhance  peace  operations 
training  initiatives  in  the  short  term. 

Peace  Operations  Sourcebook 

We  prepared  a  compendium  of  points  of  contact 
active  in  peace  operations-related  activities,  suih.  as 
training  doctrine-writing  and  nufitary  education 
curriculum,  as  well  as  a  bibliography  of  peace 
operations-related  documents.  The  document  serves 
as  a  resource  for  those  individuals  withm  the  United 
States  and  the  international  community  involved  in 
peace  operations  initiatives. 

Catalog  of  Peace  Operations  Training 
Activities 

Mormation  about  peace  operations  training 
activities  in  theUnited  States,  30  foreign  countries  and 
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three  intemadonal  oigazuzadoiis  was  compiled  in  a 
documenL  The  Catalog  provides  mformation 
about  activities  taldng  place  in  training  development 
and  programs,  education  curriculum  and  doctrine 
development,  as  well  as  conferences  ^d  other  fora 
where  peace  operations  activities  are  discussed^ 


Review  of  the  U.S.  Mission  to  NATO 

Areview  was  conducted  of  the  asrignmmit  of  DoD 
personnel  in  the  VS.  Mission  to  NATO.  We  investi¬ 
gated  ageneral  allegation  of  "empire  building^  byDoD 
personnel  who  were  not  subject  to  the  4-year  rotation 
policy  governing  Department  of  State  personneL  No 
flagrant  or  mt^nrinnal  "emi^  building"  actions  were 
talcing  place.  Personnel  did,  however,  pursue  their 
objectives  in  a  way  that  aeated  tte  appearance  of 
preferential  treatment  of  some  individuals.  That  has 
led  to  anunderstandableinterpretation  that  personnel 
assignment  actions  were  based  on  a  sense  of 
"cronyism"  and  self  interesL 

Department  of  Defense  Efforts  to 
Clean  Up  Impact  Ranges 

A  review  detenmned  that  clearly  delved 
requirements,  management  roles  and  responsibilities, 
and  effective  oversi^t  mechanisms  were  not  in  place 
to  ensure  impact  ranges  are  deared  of  e3q)losive 
ordnance  waste.  The  DoD  could  improve  its  ordnance 
cleanup  efforts  by  working  with  Federal  and  state 
regulators  to  develop  acceptable  deanup  standards, 
developing  a  funding  strategy  that  addresses 
long-term  deanup  needs,  clarifying  roles  of  managers 
involved  in  the  cleanup  process  and  expanding 
research  and  development  in  cleanup  technolo^es. 


Use  of  Animals  in  Medical  Research 
Facilities 


A  review  found  that  52  DoD-contracted  medical 
research  facilities  diat  use  live  animals  are  in  substan¬ 
tial  compliance  with  the  Animal  Welfare  Act  and 
Regulation.  Based  on  our  review  of  the  researdi 
facilities  and  the  management  of  research  contractors 
in  the  D6D,  we  identified  three  recommendations  to 
enhance  the  management  of  the  animal  care  and  use 
programs  at  facilities  under  contract  wkh  the  Depart¬ 
ment 


Management  of  the  Advanced  SEAL 
(Sea,^r  and  Land  Forces)  Delivery 
System 

A  review  found  that  the  UJS.  Speaal  Operations 
rnitimand  has  not  been  managing  the  Advanced 


SEAL  Delivery  System  acquiadon  program  in 
compliance  with  DoD  acquisition  policy  ^d 
giiiftaTifg.  The  program  involves  an  estimate  life- 
cycle  cost  of  over  $L04bilfion.Managementproble^ 
delayed  the  program  for  over  a  year  and  put  funefing 
at  There  are  major  weaknesses  m  recpiiremei^ 

and  program  oversight  by  the  Chair¬ 
man,  Joint  Chiefe  of  Staf^  and  the  Asastant  Seaetary 
of  De^e  (Special  Operatums  and  Low-Intensity 
Conflict).Hve  recommendations  were  made  to  reduce 
program  risks  and  increase  the  return  on  investments 
inthepre^am. 

SIGNIRCAm*  MILTTARY 
DEPARTMENT  INSPECTIONS 


The  NBlitaiy  Department  and  Defense^  Agency 
Inspectors  General  spend  most  of  their  time  and 
resources  on  the  traditional  inspection  roles  o£ 


^  performing  unit  and  functional-oriented 
inspections  that  examine  a  command  or 
activity  to  evaluate  matters  affecting  mission 
performance; 


o 


o 


between  a  complainant  and^  the 
f^Viam  of  command  to  resolve  minor 


problems  and  grievances;  and 


conducting  specialized  reviews  and  evalua¬ 
tions. 


Examples  of  inspections  conduct^  concerning 
program  economy,  efficiency  and  effectiveness  and  for 
preventing  fraud,  waste  and  mismanagement  follow. 


Army  Inspections 

Enlisted  Reassignment  System 

An  inspection  was  conducted  to  determine 
whether  the  enlisted  reassig^ent  system 
distributes  the  enlisted  force  in  accordance 
with  Army  priorities  and  ^dance,^  and  to 
determine  v^ether  systemic  policies  and 
procedures  unfairfy  burden  soldiers  and  their 
families.  The  inspection  found  that  the  q^tem 
effectively  distributes  theTorce  in  accordance 
mth  establiriied  personnel  guidance,  but  some 
problems  were  found,  such  as: 

®  there  are  too  many  "no  diows"  because  the 
system  lacks  internal  discipline  and  the 
process  for  submisdon  of  deletfons  and 
deferments  of  asdgnment  needs  improve¬ 
ment; 

®  improved  automation  support  for  instal¬ 
lations  and  ffieater  personnel  commands 
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would  asMst  in  more  effective  personnel 
management;  and 

*  fiar  80  percent  of  die  dme,  soldiers  as^n- 
ment  preferences  are  not  considered 
^^n  managers  make  duty  assignments. 

Small  Arms  and  Small  Arms  Repair  Parts 

An  inspecdon  found  tha^  in  general,  die 
physical  security  and  accountabifity  of  small 
anns  and  ammunition  was  adequate.  Some 
problems  were  noted  in  weapons  accounta* 
bihty,  ammunidon  reconciliatii^  key  control, 
personnel  background  checks  and  uniform 
phyacal  security  standards.  The  Army  arms, 
ammunidon  and  esqilodve  policy  was  ju^ed  to 
be  adequate. 

The  Amy  Nadonal  Guard  is  not  required  to 
confom  to  die  Amoy  policy.  The  Nadonal 
Guard  pubEshed  its  own  reguladons,  n^di  are 
less  stringent  than  the  Aimy  guidance.  The 
field  is  comptying  with  most  suppty  and 
maintenance  small  arms  repair  parts  related 
poEdes,  but  several  cr&cal  areas  had 
substantial  problems.  Ncmcomidiance  was 
most  evident  in  suppty  reccmdEadon,  mana^ 
ment,  storage  of  puferable  and  send  tive  items, 
atiH  H^.militariTatlOT^ t 

Militaty  Pay  Support  to  Army  Personnel 

An  inspecdon  focused  on  the  impact  of  the 
Army  tranddon  to  the  new  Defense  Hnance 
and  Accounting  System  and,  ^edficalty,  to  the 
new  system’s  abil^  to  prevent  and  resolve  pay 
problems.  Most  &ance  officers  diougbt  diat 
tranddon  training  for  Service  members  was 
adequate,  but  formal  training  for  civilians  was 
inadequate.  The  need  for  sustainment  training 
was  al^  documented.  No  two  finance  offices 
provided  the  same  level  of  customer  service. 
The  currmit  procedure  to  pay  Army  trainees 
was  ineffident  and  often  resulted  in  pay 
problems  for  the  trainees  at  their  first  duty 
station.  T^re  were  also  problems  nith 
authorization  letters  dedgned  to  delegate 
approval  authority  from  installation 
commanders  to  lower  echelons.  Problems  also 
occurred  because  the  pay  data  base  did  not 
agree  or  accuratdy  exdia^e  informadon  with 
the  posonnel  data  base. 


Navy  Inspections 

Bureau  of  Naval  Personnel  (SUPERS) 

The  SUPERS  is  a  direct  subordinate 
command  of  die  Chief  of  Naval  Opmradons, 
and  its  acdons  direcfty  affect  every  officer  and 
enEded  person  in  the  Navy.  Fleet  commanders 
acknowledged  that  SUPERS  man^ement  has 
instituted  a  foir  and  workable  plan  in  the  draw¬ 
down  of  naval  personnel.  The  commanders 
have  achieved  wected  end-strength  targets, 
with  tninimiim  disTupdon  to  the  fleet  and 
individuals.  The  inspecdon  found  that: 

*  reducdon  in  fodlides,  funding  and 
personnel  take  place  at  most  Navy 
training  levels,  and  there  is  Ettle  fleabOity 
in  the  training  establishment  to  meet  the 
varying  needs  of  personnel  assignments; 

*  lessons  learned  are  not  bdng  adequatety 
analyzed  and  put  into  poE^  for  die 
management  of  pregnancies  ^ile  on  sea 
duty;  and 

*  the  SUPERS  does  not  have  a  standard 
automated  information  system  security 
awareness  training  p’Qgram,  and  the  ri^ 
management  prc^am  is  incomplete. 

Commander-In-Chief.  US  NavaJ  Forces, 
Europe  (CINCUSNA\kUR) 

An  inspection  found: 

*  There  has  been  no  recent  analy^  of  the 
costs  and  benefits  associated  with  each 
activity  and  locadon  in  die 
QNCUSNAVEUR.  In  the  current  down- 
simg  dimate,  all  infrastructure  in  the 
European  theater  will  come  under 
inaeadng  scrutiny,  vdth  particular 
emjdiasis  on  andyds  needed  for 
determining  optimum  locations  and 
defending  ^astnicture  requirements. 

*  The  CINCUSNAVEUR  Family  Senice 
Center  dviUmi  personnel  manning  has 
been  negativety  affscted  by  die  la(^  of 
adequate  orientation  training,  training 
opportunities  in-theater  for  maintaining 
pofessional  certification  and  the  cost  of 
travel  for  training. 

*  Navy  automated  information  ^tem 
security  requirements  and  processes  have 
not  been  modified  to  include  realistic 
implementation  in  the  transition  to  auto¬ 
mated  desktop  and  writer-to-reader 
messaging. 
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Naw  Occupational  Safety  and  Health 
(NAVOShT 

The  N>WOSH  program  overaght  inspec- 
tifwny  found  that  over^  compliance  widi  the 
N^WOSH  program  is  good.  Most  commands 
have  viable  programs  to  protect  the  safety  and 
liPLalth  of  thmr  employees.  However,  progress 
toward  redudng  die  most  common  adminis- 
tradve  and  workplace  deficiencies  is  slow. 
Training  and  hazardous  material  management 
and  control  continue  to  be  the  weakest 
administrative  programs.  Electrical  safety, 
hazardous  material  control  and  machine 
gnarHing  grill  account  for  the  majority  of 
worlqilace  discrepandes. 

Air  Force  Inspections 

F-111  Stores  Management  System  (SMS) 
Upgrade  Program 

At  the  request  of  the  Congress,  a  review 
assessed  the  SMS  upgrade  program’s  $75.8 
millinn  m>house  engineering  and  manufac¬ 
turing  devdopment  effort  The  review  assessed 
tlipt  technical  solution  adopted  to  meet  die  Air 
rnmhai-  Command’s  requirement;  the 
managament  of  cost,  schedule  and  technical 
risk;  and  the  abifity  to  complete  the  program  on 
its  current  schedule  and  cost.  upgrade 
program  was  cancelled  during  the  review  in 
c^mtiarrinm  vvith  the  announced  retirement  of 


the  F-111  fleet  The  review  continued  and 
captured  lessons  learned  to  aid  amilar  efforts 
and  documented  observations  of  posable 
acquisition  process  problems. 

Aircraft  Engine  Oil  Analysis  Program  (OAP) 

A  rewew  assessed  the  Air  Force  OAP 
management  of  selected  aircraft  engines.  The 
review  found  that  management  oftheQAPwas 
ineffective.  The  Joint  Oil  Anafyas  Program 
Manual  contained  inaccurate  informatimi, 
while  aircraft  maintenance  organizations 
inconastendy  documented  aircraft  en^e  oil 
servicing  data.  Inconsistent  data  input  to  the 
central  database  could  lead  to  incorrect  wear- 
metal  limits  diat  could  affect  aircraft  fl^ht 
safety. 

Regionalized  Nuclear  Weapons  Maintenance 
Concept  (RNWMC) 

A  review  was  conducted  to  assess  the 
effectiveness  of  the  U.S.  Air  Force  Europe 
(USAFE)  RNWMC  and  to  determine  its  effect 
on  other  major  commands.  The  USAFE 
RNWMC  was  ineffectively  constructed  and 
implemented,  and  despite  (mgoing  mana^- 
Tnftiit  efforts,  program  objectives  were  invalid. 
As  a  result,  the  program  negatively  impacted 
the  Air  Force  nuclear  surety  environment, 
which  may  degrade  critical  nuclear  weapons 
readiness. 


CHAPTER  6  -  SIGNIRCANT  TECTIMONY  AND  PROPOSALS 


CONGRESSIONAL  TESTIMONY 
Defense  Financial  Management 

On  April  12, 1994,  tlic  Deputy  Inq)ector  General 
^n{\  the  Assistant  I^pector  Gener^  for  Auditing 
testified  before  the  Senate  Comniittee  on  Govern* 
mental  Affairs  on  financial  management  in  the 
Department  of  Defense.  The  testimony  noted  that 
le^sladon  passed  by  Congress,  inchidi^  the  Chief 
Financial  Officers  Act  and  legislation  dosing  Merged 
Accounts  (M  Accounts),  focused  attention  on  finan* 
management  problems.  In  recent  years,  the  Office 
of  the  Inspector  General  (OIG)  has  greafly  ^qpanded 
its  coverage  of  finance  and  accounting  matters. 

Causes  of  Financial  Management  Problems 

The  OIG,  DoD,  testimony  identified  some  of 
the  prominent  causes  of  the  current  problems 
mthin  the  D  oD  as  follow: 

^  die  proliferation  of  unique  information 
and  management  systems  that  are  not 
conqiatible  wifii  one  another; 

the  lack  of  standard  data  elements  for 
financial  systems  or  a  standard  general 
ledger;  and 

^  die  hsbitual  use  of  M  Accounts  as  a 
source  of  to  aid  finandally 

troubled  weapons  acquisition  programs, 
wludi  is  no  longer  posrible  even  thougii 
the  fixed  price  development  cxintracts  of 
the  1980s  resulted  in  many  funding 
shortfalls. 

Corrective  Action  Needed 

To  overcome  eidsting  finandal  management 
problems,  the  OIG  te^ified  that  die  following 
steps  were  essential: 

^  die  active  and  sustained  involvement  of 
managers  within  the  Department.  The 
creation  of  the  Senior  Financial  Manage¬ 
ment  Oversi^  Council  can  be  an 
effective  mechanism  for  keeping  officials 
involved; 


^  continued  congressional  interest 

^  restoration  of  Antidefidency  Act  credi¬ 
bility; 

^  dose  monitoring  of  efforts  to  develop 
standard,  modem  automated  data 
procesdng  ^tems  for  finandal  manage¬ 
ment;  and 

^  improvement  in  the  management  of  the 
Defense  Business  Operations  Fund 
(DBOIO. 

C-17  Airlifter  Program 

On  May  17, 1994,  the  Deputy  Inspector  General 
appeared  before  the  House  Committee  on  Armed 
Services  with  the  Deputy  Secretary  of  Defense,  the 

UnderSecretaryof  the  Air  Force  and  the  Commander 
of  the  Air  Mobiky  Command  at  a  hearing  on  die  C-17 
Airlifter  program. 

The  hearing  discussed  the  results  of  the  Defense 
Sdence  Board  (DSB)  Force  review  of  tte  C-17 
program  and  the  business  setdement  with  the 
McDonnell  Douglas  Corporation  regarding  contrac¬ 
tual  issues  and  daims. 

The  OIG  partidpated  in  the  DSB  Tksk  Force, 
vhich  conducted  a  comprehensive  review  of  the  C-17 
program.  The  Task  Force  reached  the  following 
conclusions: 

the  C-17  is  a  good  aircraft  that  will  meet  the 
Nation’s  military  airlift  needs; 

^  the  negative  environment  between  the 
contractor  and  the  Government  hampered 
progress  on  the  program; 

^  McDonnell  Douglas  could  successfully 
build  the  aircraft  if  management  and 
effidency  improvement  were  implemented; 
and 

^  the  Government  and  the  contractor  should 
agree  to  a  comprehensive  settlement  to 
resolve  all  contractual  issues,  claims  and 
program  defidendes. 
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The  Deputy  Inspector  General  testified  in  support 
of  the  business  settlement*  He  stated  that  the  settle¬ 
ment  was  in  fhe  best  interest  of  the  Government  and 
did  not  copst^ut^  a  bailout  of  the  contractor.  The 
settlement  requires  that  McDonnell  Douglas  forgo 
potential  daimR,  undertake  additional  fligM  testing, 
absorb  the  cost  for  wing  redesign  and  invest  $100 
tnilhon  to  inqir ove  productivity. 

Implementation  of  the  Chief  Financial 
Officers  Act 

TTftaring^  Were  held  by  the  Subcommittee  on 
T-ggiglarinn  and  Nadonal  Security  of  the  House 
Connnittee  on  Government  Operatmns  and  die 
Senate  Committee  on  Governmental  Afiairs  on  the 
results  of  audits  of  DoD  financial  statements  required 
bytheCHefFinancialOfBcers(CFO)Actofl990.The 
Deputy  Inspector  General  testified  before  the 
Subcommittee  (m  L^slatkm  and  National  Security 
on  June  23,  1994.  He  was  accompamed  by  the 
Assistant  Injector  General  for  Auditing  at  the 
hearing  before  die  Senate  Governmental  Affairs 
Committee  on  July  12, 1994. 

The  Department  of  Defense  e:q>ends  over  $40 
mUlinn  and  uses  avec  500  fulbtime  equivalent  audit 
workyearsto  conduct  audits  required  by  the  CFO  Act 
Even  with  that  large  ^ort  full  audit  coverage  of  DoD 
finanfiial  statements  is  not  attained.  The  OIG  does  not 
bdieve  e^qiending  additional  resources  to  obtain  hill 
coverage  would  be  productive  because  additional 
audits  would  Hcety  find  mai^  of  the  same  problems 
that  have  already  been  reveal^.  An  appropriate  level 
of  oversi^  can  be  maintained  by  targeting  au<fits 
vriiere  they  would  be  most  effective  and  ensuri^  that 
no  fimd  goes  more  than  3  years  without  an  audit. 

Results  of  CFO  Act  Audits 

The  finanrial  statements  for  most  of  the 
audited  fiinds  were  seriously  flawed  and 
unsupportable.  The  results  were  eiqiected 
based  on  eiqierience  from  CFO  Act  audits 
conducted  in  1993.  The  poor  results  al^ 
mirror  the  major  problems  that  exist  in 
day*to-day  finance  operations.  Some  of  the 
rnmnnwi  problmns  found  with  respect  to 
financial  statements  include: 

**  D6D  Form  and  Content  Guidance  was 
provided  late,  vriiich  complicated  the 
conversion  to  a  standard  general  ledger; 

o  finanraai  statements  were  prorided  late  to 
the  auditors; 

•  errors  were  made  in  recording  adjust¬ 
ments  to  account  balances; 


*  transactions  in  some  accounts  were  being 
accounted  for  on  a  cash  basis  rather  than 
an  accrual  baris; 

*  valuation  of  plant,  property  and  equ^ 
ment  was  inconristent  among  DoD  fimds; 
and 

*  DoD  poluty  does  not  require  management 
and  financial  officials  to  sign  jointty 
representation  letters  attesting  to  the 
accuracy  of  financial  statements.  The 
policy  conflicts  with  the  Government 
Auditing  Standards  and  the  efforts  to 
involve  senior  officials  in  financial 
improvement  issues. 

Indications  of  Progress 

While  overall  results  of  the  CFO  A^  audits 
wme  poor,  the  OIG  noted  some  areas  (ff 
progress: 

*  greater  involvmnent  and  attrition  ^ 
management  in  trying  to  resolve  financial 
management  problem^ 

*  improved  undnstandmg  of  accounting 
and  adjusting  processes  by  Defense 
Lr^stics  Agencty  managers,  improved 
controls  by  tiie  Defense  Finance  and 
Accounting  Service;  and 

*  inq)rovement  in  the  policies  and  {voce- 
dures  of  the  Defense  Buriness  Operations 
Fund  (DBOF). 

The  OIG  endorsed  expanding  die  require¬ 
ment  for  preparing  financial  statement  for  afl 
or  nearly  all  Fedm-al  fund&  The  disc^liw 
involved  in  generating  an  annual  financial 
statement  would  bmiefit  day-to-day  financial 
reporting  and  otim  facets  of  operations. 

Oversight  of  National  Foreign 
Intelligence  Programs 

On  April  12, 1994,  the  Assistant  hutpector  General 
for  Audhing  testified  before  the  Subcmnnuttee  on 
Legislation,  House  Permanent  Select  Committee  on 
hiteiligence,  regarding  overri^  of  intelligence 
programs. 

The  IG,  DoD,  is  tiie  pruu^al  advisor  to  ^ 
Secretary  of  Defense  on  the  pevention  and  detection 
of  fraud,  waste  and  abuse  in  all  D6D  pograms, 
operations  and  components,  including  Defense 
intelligence  organizations  such  as  the  National 
Security  Agen^  and  the  Defense  Intelligence  Agency. 
Those  organizations  are  ejected  to  follow  the  same 
audit,  investigation,  inspection  and  hotfine 
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managemmt  polides  as  oUm  DoD  oompoiieiits.  The 
OIG  does  not  support  the  concept  of  statutory 
Inspectors  General  in  individual  Defense  Agencies. 

The  Asastant  Inspector  Genei^  for  Audi^ 
informed  die  Subcommittee  that  audit  and  infection 
coverage  of  intelligence  programs  has  been  eiqianded 
to  ensure  a  reasonable  level  of  ovmr^ht  of  that  area. 
The  OIG  now  has  50  hill-time  auditors  and  other 
iyftfiialiste  covering  intelligence  programs  ^d 
provides  additional  coverage  throu^  audits  having 
general  s^plicabOity  to  DdD  activities  (e.g.,  rantract 
administration,  financial  managemmit  and  lo^tics). 

To  improve  the  effectiveness  of  oversight  of 
intelligence  programs,  the  following  measures  were 
prop(Ked: 

‘  providing  a  dasafied  annex  to  the  Semi¬ 
annual  Report  to  C(mgress  summarmng 
inspection  and  investigative  results 
pertaining  to  intelligence; 

*  ^^aWigliing  a  formal  planning  process  tO 
ensure  adequate  overdght  of  joint 
program^  and 

°  wmldngvnththe  Congress  to  determine  the 
need  for  coverage  of  qiedfic  programs  and 
activities. 

The  Use  of  Animals  In  Department  of 
Defense  Research 

OnApril  13, 1994,  die  Assistantinspector  General 
for  Inspections  testified  before  the  Subcommittee  on 
Research  Ibch&ologyy  House  Conuxiittee  on 
Armed  Services,  regarding  die  use  of  animals  in  DoD 
research.  The  testimony  presented  the  findings  of  a 
review  conducted  in  response  to  a  request  in  the 
Report  of  the  House  Armed  Services  Committee  to 
accompany  the  National  Defense  Authorization  Act 
for  Fiscal  Year  1993  (House  Report  102-527).  T^e 
Report  contained  a  request  that  the  OIG  determine 
v^ther  flnimak  used  in  DoD  researdi  are  treated  in 
accordance  with  the  Animal  Welfare  Act,  DoD 
regulations  and  rules  of  basic  humaneness. 

A  report  on  the  treatment  of  animals  in 
DoD-owned  facilities  conducting  medical  researdi 
was  issued  in  February  1994.  A  second  report 
addressing  animals  in  non-medical  DoD-owned 
facilities  and  contractor-owned  facilities  conductmg 
medical  and  nonmedical  research  was  issued  in 
August  1994. 


Review  Results 

The  revbw  found  that  all  the  fadlities 
demonstrate  basic  humaneness  in  the 
treatment  of  research  animals.  TWo  of  the  36 
facilities  reviewed,  one  in  Lima,  Peru,  and  one 
in  San  Antonio,  Ihxas,  were  fomd  to  have 
procedural  weaknesses  in  compfying  with  the 
requirements  of  the  Animal  Welfare  Act.  The 
&cilities,  however,  were  found  to  be  providing 
treatment  for  the  animals  in  their  care 
and  have  taken  steps  to  correct  the  defidendes 
noted. 

Recommendations 

The  report  on  the  review  contained  four 
recommendations  to  enhance  the  quahty  of 
laboratory  animal  care: 

^  All  research  fadlities  diould  incorporate 
two  "best  practices"  that  were  identified 
during  the  review:  (a)  command  support 
for  Rtaff  training  and  certification  and  (b) 
use  of  a  formalized  checklist  when 
conducting  semiannual  inspections. 

^  The  D6D  diould  clarify  guidance  on  the 
qualifications  and  characteristics  of 
nonaffiliated  members  of  the  Institutional 
Animal  Care  and  Use  Committees 
(lACUCs).  (The  Animal  Welfare  Act 
requires  t^t  fadlities  have  an  lACUC  to 
oversee  its  research  program,  eadi 
lACUC  is  to  have  at  les^  one  meniber 
who  is  not  affiliated  with  the  fadlity.) 

^  Facilities  diould  consider  adopting  some 
of  the  "commendable  practices"  that  were 
found  in  place  at  some  locations  (such  as 
a  Commander’s  Hotline,  an  Animal 
Inddent  Report  and  h^dbooks  for 
members  of  lACUCs).  Due  to  differences 
in  the  size  of  facilities,  the  types  of  animals 
used  and  the  type  of  research  conducted, 
not  all  of  the  "commendable  practices" 
may  be  appropriate  for  all  fadlities. 

®  The  DoD  should  develop  a  standardized 
researdi  protocol  request  form. 

The  Military  Faciiities  Planning 
Process 

On  June  22, 1994  the  Deputy  Inspector  General 
and  the  Assistant  Inspector  Gener^  for  Auditing 
testified  before  the  Senate  Committee  on 
Governmental  Affairs  regarding  the  planning  process 
for  the  construction  of  notary  fadlities. 


Tbe  Deputy  Inspects  Graeral  lu^ed  the 
Impfa-tanra  of  prcmdiilg  quality  facilities  for  training 
and  linming  militaiy  forces,  storing  equipment  and 
testing  new  weapon  systems.  At  the  same  tin^, 
dedining  Defense  budgets  and  the  dosure  and 
realignment  of  military  bases  require  that  spending  for 
new  facilities  be  carefully  thoi^t  out.  While  force 
structure  has  been  reduced  by  30  percent,  a  much 
smaller  percentage  of  the  ba^  structure  has  been 
eliminate  so  far. 

To  ensure  that  die  DoD  has  sound  internal 
managemmit  controls  for  fadhties  planning,  the  OIG 
has  been  engaged  in  a  systematic  effort  to  evaluate  the 
planning  far  nulitary  construction  projects.  Addi* 
tionalfy,  the  OIG  assists  the  Base  Rca%nment  and 
Closure  (BRAC)  process  by  vahdating  d^  used  by 
the  BRAC  deo^nmakers  and  examining  co^ 
increases  in  construction  projects  needed  to  imple¬ 
ment  die  BRAC  deddons  (a  requirement  of  the  Base 
Realignment  and  Closure  Act  of  1990). 

Audits  of  military  construction  projects  over  the 
last  2  and  1/2  years  questioned  over  $L4  biHioa  of 
planned  qiending.  The  audits  found  diat  required 
fyomnmir  anafyses  for  construction  projecte  are 
frequendy  incomplete,  outdated,  poorly  documented 
or  not  done  at  afi.  The  haste  of  the  BRAC  {danning 
process  led  to  a  higbp^centage  of  project  plans  being 
questioned.  A  recent  review  of  eight  BRAC  padiages 
for  fiscal  year 1994 found  that  onfy2  of31  projects  were 
fully  supported. 


Suggestions  for  Congress 


The  Deputy  Inspector  Gmieral  offded  tiiree 
recommend^ons  to  die  Congress  as  it 
considers  fimHing  for  military  construction: 


*  hfilitary  construction  spending  should  be 
mininuzed  the  BRAC  process  has 
run  its  course. 


*  Congress  diould  be  skeptical  of  *off 
budget"  funding  devices  that  could  lead  to 
the  acquisition  of  facilities  udthout  proper 
overdght 

"  r^ngress  should  insist  that  economic 
anatyses  and  key  data  used  to  support 
construction  projects  are  up  to  date. 


Use  of  Section  8(a)  Contracts 

On  July  27, 1994,  the  Deputy  Inspector  General 
testified  before  ^  Senate  Committee  on  Small 
Business  regarding  the  Small  Business  Administration 
(SBA)  Section  8(a)  program.  The  testimony  e^qpressed 
support  for  the  program  objective  to  encourage  firms 


owned  by  socially  and  econonucally  disadvantaged 
individuals  to  particqiate  in  Government  contracting. 
While  die  Department  of  Defmise  has  bemi  a  leader 
in  the  use  of  small  buanesses,  audits  by  the  OIG 
indicate  there  are  problems  in  die  {nogram  that  limit 
its  effectiveness. 

Need  for  Comp&ition 

Competithm  among  Section  8(a)  firms  is 
imperative  to  ensure  that  the  Govmnment 
obtains  ^>ods  and  services  in  die  most 
economical  manner  and  promote  the 
development  of  firms  so  th^  may  graduate 
from  t^  program  and  succeed  in  conqietitive 
markets.  However,  less  than  3  percent  of  the 
participating  firms  receive  ovmr  S6  percent  of 
die  total  D6D  contract  dollats  paid  to  Section 
8(a)  companies,  which  indicates  that 
competition  in  die  program  is  weak 

The  Section  8(a)  program  has  been  used  to 
drcumvent  the  Federal  Acquintion  Regulation 
and  avoid  competition.  The  following  are  some 
of  the  problems  idmitified  by  OIG  audits: 

"  Regulatory  Loophole— SBA  regulations 
require  use  of  die  "guaranteed  minimum 
value*  to  determine  if  a  contract  is  above 
the  threshold  for  awarding  sole-source 
contracts;  the  OIG,  DoD,  recommended 
that  contracts  be  evaluated  based  on  the 
"estimated  total  lifetime  value  of  the 
contract." 

*  Contract  Bundfing— DoD  activities  have 
consoli^ed  task  orders  for  amilar 
requirements  to  avoid  awarding  multqile 
contracts. 

"  Directed  Sole-Source  Contracts— Section 
8(a)  firms  have  been  used  to  pass  throu^ 
funds  to  other  firms,  a  practice  thk 
circumvents  competition  and  incurs 
additional  administrative  costs. 

"  Brokering  Arrangements— contracts  for 
automated  data  processing  (ADP) 
procurements  have  bemi  awarded  to 
Section  8(a)  firms  that  acted  as  brokers  to 
obtain  ADP  supplies  and  services  from 
other  sources  (the  M^blsh-Healey  Act 
reqiures  contracts  for  ADP  equipment  or 
services  in  excess  of  $10,000  be  with 
contractors  vdio  are  manufacturers  or 
regular  dealers). 

"  Restrictive  Requirements  Specifications- 
overly  restrictive  spedfications  that 
reduce  opportunities  for  competition. 
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RECOMMENDATIONS  ON 
PROPOSED  LEGISLATION 


Federal  Acquisition  Streamlining  Act, 
S.  1587 


Audit  Rights 

The  OIG  cq>ressed  concern  regsnding  a 
provifflon  in  S.  1587  that  Emits  ^  &e 
Government’s  right  to  audit  cost  and  pricing 
information  for  procurements  of  commerd^ 
items  not  based  on  adequate  price  competi* 
tion.  The  provision  restricts  audits^  to 
information  provided  by  a  contractor.  Auditors 
would  also  limited  to  examining  books  and 
records  directly  related  to  the  information 
provided.  The  OIG  stated  that,  while  it  was  not 
advocating  post-award  audits  of  commercial 
items,  the  restrictions  would  provide  Ettle 
assurance  that  a  meaningful  audit  could  be 
conducted,  if  needed.  The  jurovision  was 
retained  in  the  enacted  version  of  S.  1587 
(PubEcLawlQ3-355). 

Office  of  the  General  Counsel 

The  OIG  opposed  an  amendment  proposed 
in  the  Senate  that  would  require  Inspectors 
General  to  employ  their  own  legal  counsel 
rather  than  rely  on  counsel  provUed  by  the 
Office  of  the  General  Counsel  within  their 
executive  department.  In  letters  to  Senators 
John  Glenn  and  William  V.  Roth,  Jr.,  the  OIG 
stated  that  ks  relationship  with  the  Office  of 
the  General  Counsel  has  been  excellent  and 
has  the  advantage  of  facilitating  agreements 
with  DoD  managers  to  implement  OIG 
and  recommendations.  In  Ueu  of  the 
proposal,  the  enacted  version  of  S.  1587 
requires  that  the  General  Accounting  Office 
conduct  a  stucfy  evaluating  the  independence 
of  legal  advice  provided  to  Inspectors  General 

Intelligence  Authorization  Act  for 
RscafVear  1995,  H.R.  4299 

The  House-passed  ver^n  of  HR.  4299  included 
a  provision  creating  statutory  Inspectors  General  for 
the  National  Security  Agency  (NSA)  and  the  Defense 
InteUigence  Agency  (DIA).  The  OIG  opposed  the 
creation  of  midtiple  statutory  Inspector  General 
offices  within  the  same  Federal  department  or  agtncy. 


Intelligence  and  the  Senate  Committee  on 
Governmental  Affairs,  the  OIG  e^ressed  concern 
that  establishing  statutory  Inspectors  General  at  the 
NSA  and  the  DIA  is  unnecessary  and  would 
complicate  rather  than  improve  oversiglht  of  those 
agencies. 

During  the  conference  between  the  House  and 
Senate  on  HR.  4299,  the  House  providon  was 
dropped  from  the  final  version  of  the  Bill. 

Investigations  of  Allegations  of  Sexual 
Harassment,  H.R.  4112 

At  the  request  of  the  House  Committee  on  Armed 
Services,  the  OIG  provided  comments  on  HR.  4112, 
"a  bill  to  amend  title  10,  United  States  Code,  to  provide 
certain  procedural  and  admimstrative  safeguards  for 
members  of  the  Armed  Forces  making  allegations  of 
sexual  harassment  or  unlawful  discrindnation." 

The  OIG  esqjressed  support  for  the  gcwds  of  the 
le^slation  but  recommended  against  creating  a  new 
provision  under  Title  10.  Instead,  the  OIG  recom¬ 
mended  that  the  provisions  of  Section  1034,  Title  10, 
prohibiting  retaliatory  personnel  actions  agam^ 
nuEtary  udiistleblower^  be  e3q)anded  to  ^ohibit 
reprisals  against  individuals  making  allegations  of 
s^nial  harassment  or  unlawful  discrimination.  That 
approadi  was  adopted  in  Section  531  of  the  National 
Defense  Authorization  Act  for  Fiscal  Year  1995. 

CONGRESSIONAL  TASMNGS 

The  Office  of  the  Inspector  General  under^es 
numerous  projects  in  response  to  congres^nal 
requests  contained  in  legation  or  comnuttee  reports 
or  received  direct^  from  Members  of  Congress  or 
congressional  committees. 

Fiscal  Year  1995  Authorization  and 
Appropriations  Bills 


Federally  Funded  Research  and  Devdopment 
Cemers  Executive  Compensation 

The  OIG  is  to  review  the  compensation  paid 
by  FfederaBy  Funded  Research  and 
Development  Centers  (FFRDCs)  to  officers 
and  employees  who  are  paid  at  a  rate  greater 
than  the  Executive  Level  I  rate.  A  report  is  due 
to  the  Congress  by  May  1, 1995.  (Section  217  of 
the  National  Defense  i^thorization  Act  for 
Fiscal  Year  1995) 
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In  letters  to  the  House  Committee  on  Government 
Operations,  the  House  Committee  on  Armed 
Services,  the  House  Permanent  Select  Committee  on 


A-76  Commerdal  Activity  Contracts 

The  OIG,  D<d>,  is  to  review  a  representatm 
sample  of  ftTisring  contracts  for  commercial 
activities  to  determine  die  extent  of  cost  growdi 
in  die  contracts.  (Section  364  of  the  National 
Defense  Authorizatkm  Act  for  Fiscal  Year 
1995) 

Future  Years  Defense  Program 

The  Secretary  of  Defense  is  required  to 
certify  that  the  FY 1996  Future  Years  Defense 
Plan  (FYDP)  satisfies  the  requirements  of 
Section  221  of  Title  10  (requires  that  die 
Secretary  ensure  the  amounts  in  the  budget  for 
any  fiscal  year  in  the  FYDP  are  consistent  uith 
the  total  amnnnt  needed  to  suiqiort  die 
programs  and  activities  contain^  in  the 
budget).  The  certificationby  the  Secret^  can 
be  made  only  after  consultation  with  die 
Inspector  General,  DoD.  (Section  1005  of  the 
National  Defense  Authorization  Act  for  Fiscal 
Year  1995) 

Nuclear  Reactors 

The  OIG,  D6D,  is  directed  to  investigate  the 
accura^  of  Navy  information  papers  provid^ 
to  Congress  in  response  to  a  reduction  in 
ftituting  for  reactor  conqionents  and  nuclear 
alterations.  A  report  is  due  to  the  Congress 
December  31,  1994.  (Conference  Report  to 
Accompany  S.  21^  National  Defense 
Authorization  Act  for  Fiscal  Year  1995  (House 
Report  103-701)) 

Review  of  Army  and  Air  Force  Injectors 
Genera/  Organization 

The  OIG  is  to  conduct  comprehensive 
reviews  to  determine  the  effectiveness  of  the 
Army  and  Air  Force  Inspector  General 
organizations.  A  report  to  die  Congress  is  due 
by  April  15,  1995.  ^feport  of  the  House 
Committee  on  Armed  Seraces  on  H.R.  4301, 
National  Defense  Authorization  Act  for  Fiscal 
Year  1995  (House  Report  l(B-499)) 

Ships’ Stores 

The  OIG,  DoD,  will  maintain  audk  poliqr 
oversight  of  a  Nav^  Audit  Agracy  review  of  the 
costs  and  benefits  of  converting  the  operation 
of  shqis’  stores  to  operation  by  the  Navy 
Exchange  Service  Command.  (Rqiort  of  the 
House  Committee  on  Armed  Services  on  HR. 
4301,  National  Defense  Authorization  Act  for 
Fiscal  Year  1995  (House  Report  103-499)) 


Matchir^  Disbursem&its 

The  Secretary  of  Defense  is  to  develop  a  {dan 
that  will  require  disbursing  offidals  to  match 
disbursements  to  obligations  before  making 
the  disbursements.  The  jdan  is  to  be 
transmitted  to  the  Congress  no  later  than 
hforch  1, 1995.  The  OIG  is  to  review  (he  plan 
and  submit  an  independent  assessment  to  the 
rnngrgat.  (Section  8137  of  the  Department  of 
Defense  Appropriations  Act,  1995). 

Other  Congressional  Requests 

Rqiorts  issued  during  this  6-mondi  reporting 
period  required  by  law  or  as  a  result  of  requests  by 
Members  of  Congress  or  congressonal  committees 
include: 

*  Quality  Assurance  Functions  atthe  Defense 
Contract  Management  Area  Operations, 
Cedar  Rapids,  Iowa  (Audit  Report  94-091) 

*  Eighth  U.S.  Army  Milk  Plant  Contract 
(Audit  Report  94-()98) 

*  Procurement  by  the  Non-Acoustfe  Anti- 
Submarine  Warfare  Program  Through  the 
Environmental  Technolo^es  Laboratory 
(Au£t  Report  94-135) 

*  Air  Force  Merged  Account  Obligations 
(Audit  Report  94-139) 

*  Quidc-Reaction  Report  on  the  Audit  of  the 
Target  Holding  Mechanism,  Tank  Gunnery, 
Procurement  (Audit  Report  94-170) 

*  Truth  in  Negotiations  Act  Revised  Dollar 
Threshold  (Audit  Report  94-171) 

®  The  Defense  Nudear  ^ency^s  Therm^ 
Radiation  Source  Simulation  Systmn  (Audit 
Report  94-177) 

*  Hotel  Thayer,  U.S.  Military  Acaden^,  West 
Point,  New  York  (Audit  Report  94-1^ 

*  Review  of  Hiring  and  Promotion  Practices 
at  the  National  Security  Agency  (Inspection 
Report  94-INS-04)- 

^  Selective  Service  System  (Inspection 
Report  94-INS-lO) 

*  Review  of  the  Use  of  Animals  in  Depart¬ 
ment  of  Defense  Contract  Researdi 
Facilities  (Program  Evaluation,  August 
1994) 
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CFO  Act  Audits 

*  Financial  Statements  of  the  Joint  Lo^sdcs 
^sterns  Center  for  FY 1993  (Audit  Report 
94-147) 

*  Property,  Plant  and  Eqidpment  Accounts 
on  the  Financial  Statements  of  the  Defense 
Logistics  Agency  Business  Areas  of  the 
Defense  Business  Operations  Funds  for  FY 
1993  (Audit  Report  94-149) 

*  Inventory  Accounts  on  the  Financial  State¬ 
ments  of  the  Defense  Lc^sdcs  Agency 
Business  Areas  of  the  Defense  Bu^ess 
Operations  Funds  for  FY  1993  (Audit 
Report  94-150) 

*  Piin^>al  Finanmal  Statements  ttf  the 
National  Security  Education  Trust  Fund  - 
FY  1993  (Audit  Report  94-153) 

*  Defense  Homeowners  Assistance  Fund 
Financial  Statements  for  FY  1993  (Audk 
Report  94-155) 

”  Pentagon  Reservation  Maintenance 
Revolving  Fund  Financial  Statements  for 
FY  1993  (Audit  Report  94-156) 

«  Fund  Balances  with  the  Treasury  Accounts 
on  the  FY  1993  finandal  statements  of  the 
Defense  Logistics  Agenty  Business  Areas 
of  the  Defense  Business  Operations  Fund 
(Audit  Report  94-159) 

”  Consolidated  Statement  of  Financial 
Fodtion  of  the  Defense  Budness  Opera¬ 
tions  Fund  for  FY  1993  (Audit  Report 
94-161) 

°  Finandal  Statements  of  the  Defense 
BmifiliTarinii  and  Marketing  Service  for  FY 
1993  (Audit  Report  94-164) 

**  DoD  Education  Benefits  Fund  Finandal 
Statements  for  FY  1993  (Audit  Report 
94-165) 

°  Voluntary  S^>aration  Incentive  Trust  Fund 
Finandal  Statements  for  FY  1993  (Audit 
Report  94-166) 

*  SelectedHnandalAccountsonthe Defense 
T.ngisrics  Agency  Defense  Budness  Opera¬ 
tions  Fund  I^nandal  Statements  for  FY 
1993  (Audit  Report  94-167) 

«  Defense  Finance  and  Accounting  Service 
Work  on  Army  FY  1993  Hnano^  State¬ 
ments  (Audit  Report  94-168) 


Base  C/ost/re  and  Realigrment 

*  Defense  Base  Real^nment  and  Qosure 
Budget  Data  for  the  Defense  Contract 
Management  District-West  (Audit  Report 
94-104) 

*  Defense  Base  Realignment  and  Closure 
Budget  Data  for  a  Tactical  Support  Centmr 
at  Naval  Air  Station  Whidbey  Island, 
Waslungton  (Audit  Report  94-105) 

*  GriffissAirForceBase,NewYOTk,Defense 
Base  Realignment  a^  Closure  Budget 
Data  for  htifitary  Construction  at  Other 
Sites  (Audit  Report  94-107) 

*  Quick-Reaction  Report  on  tite  Andt  of 
Defense  Base  Reaugnment  and  Closure 
Budget  Data  for  Naval  Station  Treasure 
Island,  California  (Au^  Report  94-108) 

*  Quick-Reaction  Report  on  tiie  Audit  of 
Defense  Base  Realignment  and  Closure 
Budget  Data  for  the  Naval  Training  Center 
Great  Lakes,  Illinois  (Audit  Report  94-109) 

*  Defense  Base  Realignment  and  Qosure 
Budget  Data  for  Naval  Air  Technical 
Training  Center,  Naval  Air  Station 
Pensacola,  Florida  (Audit  Report  94-121) 

”  Defense  Base  Realignment  and  Qosure 
Budget  Data  for  the  Naval  Medical  Center 
Portsmouth,  Vii;^nia  (Audit  Report 
94-125) 

°  Defense  Base  Realignment  and  Qosure 
Budget  Data  for  the  Qosure  of  Naval  Air 
Station  Glenview,  Illinois,  and  Realignment 
Projects  at  Fort  McCoy,  Wisconan  and 
Carswell  Air  Reserve  Base,  Teicas  (Audit 
Report  94-126) 

°  Defense  Base  Realignment  and  Qosure 
Budget  Data  for  the  Realignment  of  the 
Defense  Personnel  Support  Center  to  the 
Naval  Aviation  Support  Office  Compound 
in  North  Philadelphia,  Penn^vania  (Audit 
Report  94-127) 

°  Defense  Base  Realignment  and  Qosure 
Budget  Data  for  Naval  Air  Stations  Dallas, 
Texas,  and  Memphis,  Tennessee, 
Realigning  to  Carswell  Air  Reserve  Base, 
Texas  (Audit  Report  94-141) 

**  Defense  Base  Realignment  and  Qosure 
Budget  Data  for  Qosing  Naval  Station 
Cedi  Field,  Florida,  and  Realigning 
Projects  to  Various  Sites  (Audit  Report 
94-14^ 
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^  Defense  Logistics  Agency  1995  Defense 
Base  ReaKgnment  and  Closure  Data 
Collection  Process  for  Storage  Space 
Management  Data  (Audit  Report  94-176) 

^  Defense  Base  Realignment  and  Closure 
Budget  Data  for  McGuire  Air  Force  Base^ 
New  Jersey;  Barksdale  Air  Force  Base, 
T  and  Fairchild  Air  F(vce  Base, 

Washington  (Audit  Report  94-179) 

^  Defense  Information  Services  Organization 
1995  Defense  Base  Realignment  and 
Closure  Data  Collection  Process  for  the 


Facility  Baseline  Study  (Audit  Report 
94-202) 

CONGRESSIONAL 
CORRESPONDENCE _ 

During  the  6-mondi  period  covered  this  rq>ort, 
the  Office  of  the  Inspector  General  open^  322  cases 
in  response  to  correspondence  and  telephone  calls 
from  Members  of  Congress.  Most  ot  the  cases 
concerned  allegations  of  mismanagement  or  procure¬ 
ment  or  personnel  issues.  During  this  same  period,  the 

OIG  230  cases. 


EXHIBIT  13 

ADDITIONAL  LEGISLATIVE  REPORTING  REQUIREMENTS 

Public  Law 

Report  Required 

When  Due 

Pi.  97-258 

An  evaluation  of  the  ju^ogress  in  establishing  effective 
miinitgATneiit  cnntrols  and  improving  the  accuracy  and 

lb  be  submitted  with 
budget  justification. 

conqpleteness  of  information  on  contracts  for 
consulting  services. 

Section  111(g) 

Pi.  99-499 

The  Inq>ector  Genial  of  each  Federal  agency  is  to 
an  anmial  financial  audit  ofallusesof  the 

Hazardous  Substance  Siqjerfund. 

Annually. 

Section  1518 

Pi.  101-510 

An  inspection  of  the  operations  and  records  of  the 
United  States  Soldiers’  and  Airmen’s  Home  and  die 
Naval  Home  at  6-year  intervals.  The  Inspector 

General,  D6D,  is  to  cause  the  Inspectors  General  of 
the  hfifitary  Departments  to  also  conduct 
invesdgadons  every  6  years  so  that  each  home  is 
inflected  every  3  years. 

Reports  due  every3 
years,  ahanadng  between 
the  OIG  and  the  hfilitaiy 
Departments. 

Section  2822 

Pi.  102-190 

An  investigation  of  the  increases  in  construction  costs 
for  dosing  milkary  bases. 

Ongoing  basis. 

Section  546 

Pi.  102-484 

A  report  on  instances  vAen  emergency  or  involuntary 
mental  health  evaluations  of  members  of  the  Armed 
Forces  were  used  in  an  inappropriate,  punitive  or 
retributive  manner. 

Ongoing  basis. 

House  Report  102-311 
Conference  Report 
National  Defense 
Authorization  Act  for 

FY 1992  and  FY 1993 

An  annual  review  of  die  manner  in  whidi  the  Military 

Departments  address  daims  of  reprisal,  and 
appropriate  recommendadons  to  the  Secretary  of 
Defense  and  the  Congress  wkh  respect  to  any  changes 
required  to  protect  Service  members  against  reprisals. 

Annually. 
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APPENDIX  A 


PERSONNEL  STRENGTH  AND  OPERATING  COSTS 


PERSONNEL  ON  BOARD 

AUDIT.  INSPECTION  AND  INVESTIGATIVE  ACTIVITIES 
(For  the  6-Month  Period  Ending  September  30,  1994) 


Personnel  On  Board’ 

Organization 

Auditors 

Criminal 

Investigators 

Non -Criminal 
Investigators^ 

Inspectors 

Other® 

Total 

Army 

644 

845 

'  N/A 

3,605 

Navy/Marines 

548 

1,186 

N/A 

2,451 

Air  Force 

793 

1,507 

N/A 

907 

3,998 

Defense  Agencies 

0 

0 

0 

13 

85 

Contract  Audit 

4.409 

0 

0 

0 

924 

5,333 

IG,  DoD 

660 

385 

59 

129 

476 

1.709 

Total 

7,054 

3,923 

59 

2,339 

3,806 

17,181 

‘There  is  a  common  misperception  that  all  of  the  personnel  shown  in  the  Uble  oversee  the  acquisition  process.  In 

fact,  only  the  DCAA  and  the  DCIS  portion  of  the  OIG,  DoD,  predominantly  address  contractor  activities 

.  Most  01 

the  personnel  working  for  the  orther  organizations  are  concerned  with  internal  DoD  oversight  matters. 
^Data  were  not  available  from  the  Military  Services  for  this  reporting  period. 

includes  among  others:  management,  technical,  administrative  and  support,  policy  and  oversight,  and  followup 
personnel. 

OPERATING  COSTS 

AUDIT.  INSPECTION  AND  INVESTIGATIVE  ACTIVITIES 
(For  the  6-Month  Period  Ending  September  30,  1994) 


Function 

Operating  Costs 
($  in  millions) 

Civilian 

Military 

Travel 

Other 

Total 

Audit 

■1 

Internal  Audit 

S86.9 

$.6 

S7.6 

$101.3 

Contract  Audit 

163.0 

0 

L2 

191.0 

Total 

249.9 

.6 

13.3 

28.5 

292.3 

Inspecdon 

17.4 

67.7 

7,7 

3.4 

96.2 

Investigation 

99.5 

66.0 

9.3 

29.2 

204.0 

Total  Operating  Costs 

366.8 

134.3 

303 

61.1 

592,5 
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APPENDIX  B 


Public  Law 

Sec.  5(a)(1) 
P.L.  95-452 
as  amended 

Sec.  5(a)(2) 
P.L.  95-452 
as  amended 

Sec.  8(f)(1) 
P.L.  95-452 
as  amended 

Sec.  5(a)(4) 
P.L.  95-452 
as  amended 

Sec.  4(a)(2) 
P.L.  95-452 
as  amended 

Sec.  5(a)(6) 
P.L.  95-452 
as  amended 


Sec.  5(a)(7) 
P.L.  95-452 
as  amended 

Sec.  5(a)(8)(9) 
P.L.  95-452 
as  amended 


Sec. 

5(b)(2)(3)(4) 
P.L.  95-452 
as  amended 

Sec. 

5(a)(10)(ll)(12) 
P.L.  95-452 
as  amended 


LEGISLATIVE  REPORTING  REQUIREMENTS 


ReDortina  Reauirement 

Semiannual  Reoort 

A  description  of  significant  problems,  abuses  and 
deficiencies  disclosed  during  the  reporting  period. 

Chapters  1,2,3, 5 

A  description  of  recommendations  for  corrective 
action  made  with  respect  to  such  significant  prob¬ 
lems,  abuses  or  deficiencies. 

Chapter  1 

Numbers  and  types  of  contract  audits. 

Chapter  2 

A  summary  of  matters  referred  for  prosecution  and 
the  results  of  such  prosecutions. 

Chapter  3 

Review  of  legislation  and  directives. 

Chapter  6 

A  listing,  subdivided  according  to  subject  matter, 
of  each  audit  report  issued  during  the  reporting 
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Sec.  5(a)(5) 
P.L.  95-452 
as  amended 


Sec.  802 

Defense  Authori¬ 
zation  Act  for 
Fiscal  Year  1990 


A  summary  of  each  report  made  to  the  Secretary  of 
Defense  by  the  Inspector  General  of  instances  when 
information  or  assistance  was  unreasonably  refused 
or  not  provided.  {During  the  reporting  period,  the 
OIG,  DoD,  has  not  been  unreasonably  refused  or 
denied  access  for  information,) 

A  review  of  each  waiver  made  by  the  Department 
to  any  person  for  contracts  for  advisory  and  assis¬ 
tance  services  with  regard  to  the  test  and  evaluation 
of  a  system  if  that  person  participated  in  (or  is 
participating  in)  the  development,  production  or 
testing  of  such  system  for  a  Military  Department  or 
Defense  Agency  (or  for  another  contractor  of  the 
Department  of  Defense).  {The  Department  made 
no  waivers  during  the  period  and  therefore,  no 
reviews  were  made  by  the  OIG, ) 
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APPENDIX  C 
AUDIT  REPORTS 

Hus  list  audit  reports  issued  by  the  Department  of  Defense  central  audit  organizations-Assistant  Lispector 

General  for  Auditing,  Army  Audit  Agency,  Naval  Audit  Service,  Air  Force  Audit  A^<y-but  does  not  include  internal 
review  reports,  military  exchange  audit  reports  ot  reports  pr^ared  by  contract  audit  activities. 

•AIG-AUD,  DoD  Quidc-Reacdon  Reports  are  issued  when  immediate  management  action  is  needed,  e.g.,  when  the  award 
of  a  contract  diallenged  by  the  auditors  is  pending.  The  quick-reaction  rqwrt  may  or  may  not  conform  formally  to  all 
whiiiral  audH  standard^  however,  there  is  always  an  adequately  documented  baas  for  the  findings  and  recommendations. 

•‘The  Antideficienqr  Act  investigations  are  not  audit  reports,  and  the  mvestigations  were  not  conducted  in  accordance 
with  Government  Auditing  Standmds. 


ASSISTANT  INSPECTOR 
GENERAL  FOR  AUDITING,  DoD 

94-075  Advanced  MatenakReseardt, 
Development,  Test  and  Evaluadon 
Laboratories  WUhin  DoD  (411194) 

94-076  Contracting Authtmty  at  dte 
D^ense  Mapping  Agency  (411194) 

94-077  "SvperSdendfiCfEngneermg 
and  Technical  Assistance  Contracts  at 
AeBalUsticMssileD^&tse 
Organization  (418194)  (FOUO) 

94-078  Mkroekctronics  (Electnmic 
Devices)  Research,  Dev^ment,  Test 
ondEvabiation  Ldboratories  WWun 
DoD  (418194) 

94-079  DoD  Compmientbnplementing 
Action  Plans  for  Improving  the  Quatity 
of  Spare  Parts  (4112194) 

94-080  Rtf ormatum  Resources 
Management  at  the  Defense 
bformation  Systems  Agency  (4111194) 

94-081  Controls  Over  Access  to 
Personnd  and  Controls  OverAccess  to 
Personnel  and  PwpoU  Data  for  the 
D^ense  commissary  Agency  (4111194) 

94-082  Financial  Mana^nentctf  the 
Defense  business  Operations  Fund -FT 
1992  (4111194) 

94-083  Central  Distribution  Center 
Operations  of  the  D^ense  Commissary 
Agpncy  (4113194) 

94-084  BrilBant  Pebbles  Ptog-am 
(4114194) 

St4-085  M43ALAircrewMember 
Protective  Mask  (4121194)  (FOUO) 


94-086  CashAccountabitityinthe 
DoD,  fm  the  bnprest  Fund  Mttintairted 
atDLA,  SharonvUie,  OH  (4120194) 

94-087  CatiiAccountcibitilyinthe 
DoD,  for  the  Rnprest  Fund  Maintained 
Within  the  Directorate  of  Contracting 
US.  Army  Soldier  Support  Center,  Fort 
Benjamin  Harrison,  IN  (4120194) 

94-088  CashAccountaMtityinthe 
DoD,  fen  the  Imprest  Fund  Maintained 
ottheD^ense  Qmstructiem  Stqply 
Center,  Cobmtbus,  OH  (4120194) 

94-089  Titan  IVRequirements  (4121194) 

94-090  Mortagemera  Data  Used  to 
Manage  theForeigt  ARlitary  Sales  Trust 
Fund  (4129194) 

94-091  Quatity  Assurance  Functions  at 
QteD^ense  Contract  Management  Area 
Operations,  CedarRtpids,  lA  (514194) 

94-092  Hotiine  Allegations  Relatingto 
tire  Survivdble  Canrnund  Element, 
Recovery  and  Reconstitution  Effort  at 
tite  US.  Air  Force  Space  Command 
(514194) 

94-093  Dispositim  of  Test  Assets  from 
Cancelled  or  Completed  Progams 
(514194) 

St4-094  Vendor  Paymertta- Washington 
Headejuarters  Sendees,  Support  Services 
Division  (5111194) 

94-095  CashAccomtabitityinthe 
Department  of  Defense,  Imprest  Funds 
Maintained  by  the  US.  Army  Corps  of 
Engneers,  Oluo  Rarer  Division, 
Cindrmati,  OH  (5111194) 

94-096  Air  Force  Speciedted  Incentive 
contracts  for  National  Reconnaissance 


Office  Systems  (5113194) 

(CLASSIFIED) 

94-097  PridngforDffense  Switched 
NetworkAccess  Greuits  (5113194) 

94-098  US.  Amy  MiBc  Plant 

Contract  (5113194) 

S>4-099  Quatity  Assurarue  Practices  for 
tiieAV-SB  Harrier  n Aircraft  Wing 
Skins  (5/13/94) 

94-100*  Qukk-Reaction  Report  on  tire 
Commissary  Qmstruction  inject  at  tite 
Fitztimons  Army  Medical  Center, 
Denver,  CO  (5/16/94) 

94-101  Progam  Manc^ement 
Orgartization  for  tite  Upper  Tier  Theater 
Missile  Dffertse  System  (5/16/94) 

94-102  Administrative  Lead  Time  at 
tite  Procurerrtent  Law  Division,  Army 
Aviation  and  Troop  Commartd 
(5/17/94) 

94-103  Air  Force  Reserve  301st  Fighter 
Wing  Covered  Aircraft  Washrack 
Pnrject,  CarsweUAir  Reserve  Base,  TX 
(5/18/94) 

94-104  DffertseBaseRedtigimentartd 
Closure  Budget  Data  far  tite  D^ettse 
Corttract  Management  District-West 
(5/18/94) 

94-105  Dtfertse  Base  ReaUgtment  and 
Closure  Budget  Data  for  a  Tactical 
Support  Center  at  Naval  Air  Station 
Wludbey  Monti,  WA  (5/18/94) 

94-106  VaUdation  of  Technical  Data 
Ri^tts  Restrictions  for  Spare  Parts  at  tite 
DffertseLogstics  Agency  (5/19/94) 

94-107  Grffiss  Air  Force  Base,  New 
York,  Defense  Base  Realigiment  artd 
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Closure  Budget  Data  for  iSUtay 
Qmstmction  at  Otha- Sites  (5119194) 

94-108*  Qmdc-ReactionR^ortondie 
yluditcfD^ense  Base  Realifftment  and 
Closure  Budget  Data  for  Naval  Station 
Treasure  Island,  Ci  (5119194) 

94-109*  Quick-Reaction  Report  on  dte 
jiuditofDrfense  Base  ReaUffunent  and 
Closure  Budget  Data  for  the  Naved 
Training  Center  Great  Lakes,  IL 
(5119194) 

94-110  HodineAUegfidons  Concerning 
Production  Contracts  for  Anphibious 
Assault  Vehicles  (5120194) 

jM-111  Acepusidon  ofdteAdvartced 
Held  AiiOl^  System  (5/25/94) 

SM-112  ProcuremerttafSttpport 
Services  by  theAirForce  Electronic 
Systems  Center,  Hanscom  Air  Force 
Base,  MA  (5/27/94) 

94-113  Orders PlacedXJnder Federal 
Siqrpfy  Schedule  Contracts  for  Total 
Quahty  Management  Sernces  at  Naval 
SMpyards  (5/25/94)  (FOUO) 

SM-114  DoD  Charges  to  Nadorud 
Aeronautics  and  Space  Administratum 
for  Contract  Admudstradm  Serrices 
(5/25/94) 

94-115  Mlestone  Renew  Process  for 
the  Advanced  Fidd  Artillery  Tactical 
Data  Systems  (5/27/94) 

94-116  Mlestone  Review  Process  for 
the  ConsoUdatedAutomated  Stqport 
System  (6/2/94) 

SM-117  AccourUabOity  and  Control  of 
Mdterids  at  Army  Depots  (6/3/94) 

94-118  AV-8B  Remanufacture  Proff’om 
asPartof  the  Audit  of  the  Defense 
Acpdsidon  Board  Review  -  FY 1994 
(6/3/94) 

SM-119  Accounts  Recdvable  for  DoD 
Materiel  (6/3/94) 

SM-120  Telecommunications  Circuit 
Allocation  Prop’oms  -  Jacksonville 
Area  (6/694) 

SM-121  Defense  Base  ReaBffunetU  and 
Closure  Budget  Data  for  Naval  Air 


Techrdcal  Training  Center,  Naval  Air 
Station  Pensacola,  FL  (6/7/94) 

94-122  IXrectHealdt  CarePronder 
Progam  (6/7/94) 

94-123  TestFadBtyReaUgnm&a 
(6/8/94)  (FOUO) 

94-124  Human  Systems  Baegotion 
Requirements  for  Air  FmceAcgitisition 
Programs  (6/8/94) 

SM-125  D^ense  Base  ReaUgunent  and 
Closure  Budget  Data  for  the  Naval 
Medical  Coder  Portsmouth,  VA  (6/8/94 

94-126  Defense  Base  ReaUgtment  and 
OosureBudga  Data  fin- die  Closure  of 
Naved  Air  Station  Glenview,  IL,  and 
ReaUgpment  Projects  at  Fort  McCoy, 

WI  end  Carswell  Aa  Reserve  Base,  TK 
(6/10/94) 

94-127  D^ense  Base  ReaEgunent  and 
Closure  Budget  Data  for  the 
Reatigpment  of  the  Defense  Personnel 
Support  Center  to  the  Naved  Aviation 
Support  Office  Compoimd  in  North 
Plttleuk^hia,  PA  (6/10/94) 

94-128  ManagemerUData  Used  to 
Menage  the  D^ense  Logistics  Agency 
Supply  Management  Dmsion  erf  the 
Defense  Business  Opereitions  Fund 
(6/14/94) 

SM-129  Coordination  of  Quantitative 
Requirements  for  Anti-Armerr 
Munitions  (6/14/94)  (CLASSIFIED) 

94-130  Supply  Sipport for  Mne 
Warfare  Ships  (6/14/94) 

94-131  /Review  of  die  V-22  Aircraft 
Progam  (6/14/94) 

94-132  Naved  Detigi  Activities 
Management  eff  Joint  Logistics  Centers 
Orders  (6/14/94) 

94-133  Obtetining  die  Meodmum  life 
from  F-404JetEn^e  Components 
(6/14/94)  (FOUO) 

5M-134  Source  ofRepairforthe  TF34 
Jet  Aircraft  Eligne  (6/14/94) 

94-135  Prexuremerrtby the 
Non-Acoustic  Anti-Submarine  Warfare 
Program  Throuift  the  Enwonmental 
Technologies  Leibefratory  (6/14/94) 


SM-136  Hotline  Allegations  Pertetining 
to  Aerostat  Operations  (6/16/94) 

94-137  Criticed  Management  Data 
UsedtoManag  the  Defense /Finance 
and  Accounting  Sernce  (6/16/94) 

94-138  The  Air  Forces  Process  for 
Determining  Quantitative  Requirements 
for  Anti-Armor  Munitiems  (6/17/94) 
(CLASSIFIED) 

94-139  Air  Force  Merged  Account 
ObUgations  (6/17/94) 

SM-140*  Quick-Reaction  Report  m  die 
Acquisititxt  of  the  Standard  Mistilen 
mdiBlocklllB  X^pgade  (6/16/94) 

5M-141  Defense  Base  Realigunent  and 
Closure  Budget  Data  for  Naval  Ar 
Stations,  Dallas,  TX,  and  Memphis, 

TN,  Resigning  to  Carswell  Air  Reserve 
Base,  TK  (6/17/94) 

94-142**  AntidefidencyAct 
Investigation  of  Chenucal  Agents  and 
Munitions  Destruction,  Defense, 
Apprepriation  (6/17/94) 

SM-143  JnqrlementatuM  of  the  Mobility 
Requirements  Stu^  (6/20/94) 
(CLASSIFIED) 

94-144  Controls  Over  Two  Contract 
Ferments  at  the  Defense  Finance  and 
Accounting  Service  -  Cobotibus  Center 
(6/20/94) 

94-145  Ho^ne  Allegations  Concerrting 
the  Procurement  of  die 
Imgoved-Remotefy  Monitored 
Battlefield  Sensor  System  (6/20/94) 

94-146  Drfense  Base  ReaEgiment  and 
Closure  Budget  Data  for  Closing  Naval 
Air  Station  CedlField,  FL,  and 
Recdigting/Frojects  to  Various  Sites 
(6/21/94) 

94-147  Financial  Statements  for  die 
Joint  Logistics  Systems  Center  for  FY 
1993(6/24/94) 

94-148  Air  Clearance  Process  (6/27/94) 

94-149  /Froperty,  Plant ondEqmpment 
Accounts  on  the  Finandal  Statements 
of  the  Drfense  Logstics  Agency 
Business  Areas  erf  the  Drfense  Business 
Operations  Fund  for  FY 1993  (6/28/94) 
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94-150  biventofy  Accounts  on  the 
Finanaal  Statements  ofOie  Defense 
Lo^stics  Agency  Business  Anas  cf&te 
D^ense  Business  Operations  Fund  for 
FY 1993(6128194) 

94-151  HotiineAUegatims  of  Fund 
Control  in  a  Special  Operations 
Progfwn  (6128194) 

94-152  Hotline  AUegaticms  Concerning 
an  Unsolicited  Reposal  on  a  Fire 
Control  Radar fm-  the  Lon^ow  System 
(6129194) 

94-153  Rincipal  Finanaal  StatemerOs 
of  the  National  Security  Education 
Trust  Fund -FY 1994  (6130194) 

94-154*  Quick-Reaction  Rqtort  on  die 
BeUdbiStyef  the  M17  Series  and  M40 
Chermced  Protective  Masks  (6130194) 
(CLASSIFIED) 

94-155  D^ense  Homeowners 
Assistance  Fund  Financial  Statements 
for  FY 1993  (6130/94) 

94-156  Pentagem  Reservation 
Maintaumce  RevolvingFund  Finanaal 
Statements  for  FY 1993  (6130/94) 

94-157  Defense  Comrttissary  Agency 
Finaruial  Management  RnprovemerU 
Proffum  (6/30/94) 

SM-158  CashManagementWithintite 
Defertse  ReutiBzation  and  Marketing 
Service  (6/30/94) 

94-159  Furui  Balances  with  the 
Treasury  Accounts  on  the  FY  1993 
Finanaal  Statements  oftite  Defense 
Lc^stics  Agency  Business  Areas  of  the 
Defense  Business  Operations  Fund 
(6/30/94) 

94-160  The  Joint  Operatiem  Planning 
andExecution  System  (6/30/94) 

94-161  ConsoSdated  Statement  of 
Financial  Position  of  the  Defense 
Business  Operations  Fund  for  FY  1993 
(6/30/94) 

94-162  Administmtion  of  Grants  by  the 
Defense  National  StocJqrile  Center 
(6/30/94) 

94-10  Managsmeru  Data  Used  to 
Manage  the  US.  Transportation 


Cemtmarul  and  the  Military  D^artment 
Transportation  Organizations  (6/30/94) 

94-164  Financial  Statements  of  the 
Defense  Reutilizatitm  ondMariceting 
Service  for  FY 1993  (6/30/94) 

94-165  DoDEducatiem  Benefits  Fund 
Firumdal  Statements  for  FY  1993 
(6/30/94) 

SM-166  Voluntary  Separation  Incerrtive 
Trust  Fund  Financial  Statements  for  FY 
1993  (6/30/94) 

SM-167  Sdected  Finanaal  Accounts  on 
the  D^ense  LogsticsA^ncy  Defense 
Business  Operatiems  Fund  Firumdal 
Statements  for  FY 1993  (6/30/94) 

94-168  Drfense  Fitumce  and 
Accounting  Service  Work  on  the  Army 
FY 1993 Firumdal  Statements  (7/6/94 

94-169  Comrmssary  Management  Data 
(7/25/94) 

94-170*  Qtick-Reaction  Report  on  die 
Audit  of  the  Target  HoUting 
Mechanism,  Tank  Gunnery, 
Procurement  (7/27/94) 

94-171  Truth  in  Nidations  Act 
Revised  DoUar  Threshold  (8/1/94) 

94-172*  Quick-ReactiemR^ortondte 
RepUteement  Conmussary  Constructiem 
Projed  at  Fort  Bragg  NC  (8/1/94) 

94-173  Selected  Spedd-Puipose 
Tdecomrtmnications  Circuits  (8/8/94 

94-174  Orgaruzational  and  Consultant 
Cornets  ^Interest  (8/10/94) 

94-175  Software  Testing  During 
Post-Deploymerti  Support  qfWeyron 
Systems  (8/15/94) 

94-176  D^enseLogsdcsAgeruyl995 
Defense  Base  Realignment  and  Closure 
Data  Collection  Process  far  Storage 
Space  Management  Data  (8/19/94) 
(FOUO) 

SM-177  D^ense  Nuclear  Agency’s 
Thermal  Radiation  Source  Sirtutlation 
Systems  (8/26/94) 

94-178  Acquisidtm  andManagemeru 
of  Ozone  Depleting  Substances 
(8/31/94) 


94-179  Defense  Base  Realignment  and 
Closure  Budget  Data  for  McGuire  Air 
Fence  Base,  NJ;  Barksdale  Ati  Force 
Base,  LA;  and  Fairchild  Air  Fence 
Base,  WA  (8/31/94) 

94-180  DoD’s  Use  and  Procurement  of 
Tactical  Shelters  (8/3V94) 

94-181  The  Effectiveness  (^Prototyping 
Acquisition  Strat^fesforMqcn 
Defense  Acquisition  Proffoms  (9/2/94) 

94-182**  Antidefiden^Act 
Investigation  cfdteFamity  Hooting 
Construction,  Defense  Agencies 
Appropriation  (9/2/94) 

94-183  Comrttissary  Revenues  (9/2/94) 

94-184  Cemtrob  OverManaganerUof 
Meat  and  Tobacco  Products  at  Selected 
Commissary  Stores  (9/6/94) 

SM-185**  Antid^dencyAct 
Investigation  of  Real  Property 
Mmntenance,  Dffense  FY  1993 
Supplemental  Appropriation  (9/9/94) 

94-186  CashAccountabiUtyindie 
Department  of  Dffense,  Disbursement 
Fund  and  Imprest  Fuiids  Metintained  in 
Crane,  IN  (9/9/94) 

94-187  QtshAccountabiEtyintite 
Dqpartmertt  of  Defense,  Imprest  Fund 
Mttintainedby  the  US.  Property  and 
Fiscal  Officer  for  Indiana  (9/9/94) 

94-188  Procurement  Prices  Petition 
Missile  Systems  for  Foreigt  Mlitaty 
Sales  (9/14/94) 

94-189  US  Army,  Europe 
Pre-Positiorting^quirementsfor  War 
Reserve  Materiel  (9/12/94) 

94-190  Air  Force  Microwave  Landing 
System  (9/20/94) 

94-191  US.  Air  Fences,  Europe 
Pre-Positioning  Requirements  for  War 
Reserve  Materiel  (9/16/94) 
(CLASSIFIED) 

94-192  IQowa  Warrior  Modification 
Program  (9/19/94) 

94-193  Air  Force  Use  of  Funds  on 
Management  Information  Systems  for 
Equipment  Maintenance  (9/2Q/94) 
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SM>194  US. -German  Wartime  Host 
Nation  Support  Agreement  (9120194) 
(CLASSIFIED) 

SM*195  PayD^erenialsatOte 
National  Security  Agency’s 
Mcroelectrmic  FadMes  (9123194) 
(FOUO) 

SM>196  HotdThcyer,  US.liEIitary 
Academy  WestPmnt,  NY  (9127194) 
(FOUO) 

94-197  RepiacemerUCortmdssary 
Construction  Project fm  the  Naval  Air 
Station  Pensacola,  FL  (9129194) 

94-198*  Quick-Reaction  R^ort  on 
RqraintingofOie  C-SAircn^  (9129194) 

94-199  Acqmsition  oflhvattoty 
Services  fm  the  D^ertse  Information 
Services  Organization  (91^194) 

94-200  DoD  Acquisition  Information 
Monagemeta  (9130194) 

94-201  Acquisititm  of  tite  BLACKER 
and  CANEWARE  Communications 
Security  Systems  (91^194)  (FOUO) 

94-202  Defense  Irrftmrurtion  Services 
Organizatum  1995 Defense  Base 
Realignrrtent  and  Qosure  Data 
Collection  Process  fm  the  Fadtity 
Baseline  Stiuty  (9130194)  (FOUO) 


Army  AudH  Agency 


NR  94-9  FuU-HmeSttypart  Program 
farMantertance  afSt^ace  Equipment 
in  the  Army  National  Guard  (415194) 

SR 94-705  Test  Support  Contracting 
Aberdeen  Roving  Ground,  MD  (416194) 

CR  94-752  Fund  Control  Procedures, 
95th  Dindon  (Truirting),  Oklahoma 
City,  OK(4/8l94) 

NR  94-209  Management  cfFadUties  at 
Bases  Bang  Closed  orRediffted 
(4118194) 

WR94-5  Dining  FadUty  Attendant 
Contract,  I  Corps  attd  Fort  Lewis,  Fort 
Lewis,  WA  (4118194) 


WR94-603  Controls  Over 
Erpenditures  for  Base  Comrmtrucations 
Services  ond  Equipment,  National 
Training  Center  and  Fat  Irwin,  Fort 
Irwin,  CA  (4125194) 

WR94-6  Maru^ementqfR^dr  Parts, 
Tools  and  Egpiipmen^  HI  Corps  and 
FortHood,  Fort  Hood,  TX  (4126194) 

WR94-602  Controls  Over 
Espendtures  for  Base  Comrmtrucations 
Servkes  ondEquipment,  RedRsver 
Army  Depot,  Texarkana,  TX  (4127194) 

SR  94-208  BtstructarRequiremaas, 
US.  Army  TruuungandDoctrme 
Command  (4127194) 

CR94-490  Stcbilized Maintenance 
Rates,  Annistim  Army  Depot  (512194) 

CR  94-205  Modification  Program,  US. 
ArrttyMisale  Command  (513194) 

NR  94-300 ManagemerU  of  Repair 
Parts,  21st  Theater  Army  Area 
Command,  Kaiserslautern,  Germany 
(513194) 

WR94-604  Controls  Over 
ErperuUtures  for  Base  Commuruca&ons 
Services  andEcpdpment,  1st  Infantry 
Dmsion  (Mechanized)  and  Fort  Riley, 
FortRiley,KS  (514194) 

NR  94-10  Qmtractingfor  Research  and 
Development,  US.  Army 
Cormmoucations-ElectroTtics 
Command,  Fort  Monmouth,  NT 
(5110194) 

SR  94-218  btstallatitm  Security 
Support,  US.ArmySiffial  Center  and 
Fort  Gordon,  Fort  Gordon,  GA 
(5110194) 

NR  94-206  Management  of  AppEances, 
US.  Army,  Europe  and  Seventh  Army 
(5112194) 

CR94-753  Special Propam  Review 
(5113194)  (CLASSIFIED) 

NR  94-459  StabiUzed  Rates,  Depot 
MdrUenance-Ordnance,  Rock  Island 
Arsenod  (5123194) 

NR  94-212  Installation  Security 
Si^port,  US.  Army 
Commurtications-Electrotucs 


Command,  Fort  Monmouth,  NT, 
(611194) 

CR 94-754  Fund  Control  Procedures, 
US.  Army  Reserve  Command,  Atianta, 
GA  (612194) 

CR  94-755  Resident  Engrteer 
Construction  Refects,  US.Arrtty 
Engrteer  District,  Kansas  Gty  (616194) 

NRSM-301  War  Reserves,  US.  Army 
Southan  European  Task  Force  (6PI94) 

SRSM-llRore  Operations  Contracting 
24titLfantty  Division  (Mechanized) 
and  Fort  Stewart,  Feat  Stewart,  GA 
(617194) 

WR94-7  Mant^ement  of  Professional 
Personnel,  Mactigan  Army  Medical 
Center,  Tacoma,  WA  (6113194) 

WR5M-211  btstaUation  Security 
Siipport,  HI  Corps  ondFortHood,  Fort 
Hood,  TX  (6121194) 

NR  94-213  Equ^mentManaganentin 
tite  Army  National  Guard  (6/21/94) 

HQSM-751  ManagjngWorkload 
Organizatiora  and  Staffing  (6/23/94) 

SRSM-219  Criminal  Investigation 
Practices,  US.  Army  Crirtunal 
Investigation  Command  (6/24/94) 

WR94-702  Test Suppeut Contracting 
(6/30/94) 

NR  94-11  Arsenal  Operations, 
WatervEet,  NY  (6/30/94) 

WR  94-210  Svbtistence  Management, 
Ei^  US.  Army,  Seoul,  Korea  (6/30/94) 

SR94>^1  FY  93  Finatuial  Statements, 
Gvil  Works,  US.  Army  Corps  of 
Engrteers  (6/30/94) 

HQ  94-450  TheArmy’sFY93 
Finattdal  Statements,  Audit  Opinion 
(6/30/94) 

NR94-470  Army  Defense Busittess 
Operations  Fluid,  FY93Finandal 
Statements,  Audit  Opinion  (6/30/94) 

SR  94-759  Civilian  Gotiung  Allowance 
Rogram  (7/5/94) 
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WRSM*209  Program  Execution,  63d 
US.  Reserve  Command,  Los 
AJamitos,  CA  (718194) 

WR  94-753  Suppfy  Support Acdvity, 
National  Training  CenterandFort 
Irwin,  Fortlrwiit,  CA  (7111194) 

WRSM-10  TrcdningandAudumsual 
Contract,  Fort  Sh^ier,  HI  (7112194) 

17VR94-505  Controls  Over 
Hqgen^tures  fin  Base  Commurucadons 
Sendees  and  Equipment,  10th 
Mountain  Division  (Lig^ItrfanOy)  and 
FortDrum  (7114194) 

WR  94-15  Job  Order  Contracting  Fort 
Shaper,  HI  (7125194) 

HQ  94-752  Controls  Ovo' Travel 
(7125194) 

NR  94-214  Contraedngfor 
EmdronmenUd  Projects  ondHazardaus 
Waste  Disposal,  US.  Army,  Europe 
and  Seventh  Army,  Germany  (7128194) 

NR  94-215  Maintenance  Float,  US. 
Army  Tank-Automodve  Command 
(812194) 

SR  94-711  InstaUadon  MiUtary  Value 
Assessments,  Total  Army  Basing  Stuefy 
1993,  US.  Army  Materiel  Command, 
Alexandria,  VA  (813194) 

CR94-711  GnUan  Injury  and  Bbiess 
Compensation  Proffxun,  Fort  Knox 
(8/4194) 

NRSM-466  Financial R^mdng of 
Conventional  Ammutttdon  (814/94) 

NR94-216  PtopamExecudonindte 
US  Army  Reserve,  94th  US.Army 
Reserve  Command  Hanscom^ 
Force  Base,  MA  (8/4/94) 

WR  94-11  R^e  Collecdon  Contract; 
Fort  Shaper,  HI  (8/5/94) 

SR!)4-13  Range  Operadons,Xi'in 
Airborne  Corps  and  Fort  Bragg,  Fort 
Bragg  NC  (8/8/94) 

NR  94-468  StabiUzed  Rates,  Dqrot 
Maintenance,  Ordtumce  (8/8/94) 

WR  94-16  Mattress  and  Boxspting 
Renovation  Contract,  Fort  Shefter,  HI 
(8/9/94) 


WR  94-14  Fartufy  Housing  Cleaning 
Contract,  Fort  Shefter,  HI  (8/10/94) 

WR94-8  Base  Operadons  Support 
Contracts,  US.ArmyInteldgenu 
Center  arid  FortHuachuca,  Fort 
Huachuca,  AZ  (8/22/94) 

WR94-212  ThirdParty  CoUecdm 
Proffom  (8/24/94) 

CRSM-449  Maruigmtent of 
Ammutudon  Fixed  Prices,  Pine  Bluff 
Arsenal  (8/24/94) 

SR  94-223  Use  of  Sernce  Contracts 
(8/25/94) 

SR  SM-713  InstaUadon  Mdtary  Value 
Assessments,  Total  Army  Basing  Stu^ 
1993  US.  Army  Tndning  and  Doctrine 
Command,  Fort  Monroe,  VA  (8/25/94) 

CR  94-206  Materiel  MorSficadon 
Proffom,  US.  Army  Aviation  and 
Troop  Command  attdProg-am 
Execudve  Office  for Aviadm,  St  Louis, 
MO  (8/29/94) 

HQ  94-452  The  Army’s  FY93 
Firumdal  Statements,  Followup  Issues 
(8/30/94) 

SR94-486  The  Army’s  FY  93  Financial 
Statements,  Mxdtary  and  Civilian 
Payrolls  (8/30/94) 

SR  94-485  The  Army’s  FY  93  Finandal 
Statements,  Cash  Flow  Statement 
(8/30/94) 

WR  94-756  Family  Housing 
Maintenance,  HI  Corps  and  Fort  Hood, 
FmtHood,  TK  (8/30/94) 

NR  94-217  Load  Nadonal  Employees’ 
Severance  Benefits,  US.  Army,  Europe 
and  Seventh  Army,  Germany  (8/31/94) 

WR94-473  TheArmy’sFY93 
Fitumcial  Statements,  Retail  Mlitary 
Equipment  (8/31/94) 

HQ  94-451  The  Army’s  FY93 
Financial  Statements,  DoD  PoUcy 
Issues  (8/31/94) 

WR  94-711  Gvilian  Injury  and  Illness 
Compensadon  Program,  Fort  Sam 
Houston,  TX(9/2/94) 
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WR  94-18  ContraedngOpemdons, 

US.  Army  Kwajaldn  Atoll,  Kwrqedein 
Atoll,  Marshall  Islands  (9/7/94) 

NR  94-218  Modification  Program,  US. 
Army  Tank-Automodve  Command, 
Warren,  MI  (9/8/94) 

SRSM-15  Dented  Care  Program,  US 
Army  Dental  Acdnty,  Fort  Bragg  NC 
(9/13/94) 

NR94-220  Family  Housing  and 
Allowances,  US.  Army,  Europe  and 
SevendtArmy  (9/13/94) 

SR  94-14  Acquisition  of  Training 
Devices  (9/13/94) 

WR  94-850  Followup  Au&t, 
AppropiatedFurtdAc^dsidms  Using 
Noru^ropriated  Funds,  FmtSam 
Houston,  TK  (9/14/94) 

WR  94-755  Marurgem&UofMeMcal 
EquipmerU,  US.  Army  Medical 
DgrartmentAcdnty,  Fort  Irwin,  Fort 
Irwin,  CA  (9/15/94) 

NR  94-221  MairUenance  Float 
(9/19/94) 

WRSM-606  Corttrols  Ova- 
Erpenedtures  for  Base  Comrrmtucadons 
Services  and  Equipment  (9/19/94) 

NR  94-469  StabiSzed  Rates,  Dqrot 
Mcdntenance,  Otha  (9/20/94) 

WR  94-762  Space  UdUzadon,  US. 
Army  Intelligence  CenterandFort 
Huachuca,  Fort  Huachuca,  AZ 
(9/22/94) 

WR  94-9  Actuation  and  Contract 
Administradon,  Fort  Huachuca,  AZ 
(9/23/94)  . 

NR  94-422  FY  93  Superfimd  Finandal 
Transacdons  (9/23/94) 

WR  94-215  Installation  Security 
Support,  Fort  Huachuca,  AZ  (9/26/94) 

NR  94-219  Program  Execution  in  die 
US.  Army  Reserve,  79th  US.Arrtty 
Reserve  Commaiid,  Grove,  PA 

(9/26/94) 

NR 94-471  ArmyD^enseBudness 
Operadons  Fund,  FY  93  Finandal 


Statements,  R^rt  of  Management 
Issues  (9129194) 


17i^94>213  Mssion  Contingency 
Stack,  US.  Amty  Space  and  Stmteffc 
Defense  Comnumd  (9130(94) 


Naval  Audit  Sennce 


040«W*94  GvilUm  Overtime 
Adntinistration  Navy-Wide  (4IS194) 

041-S>SM  Fiscai  Year  1995 Mlitary 
Construction  Projects  Stemmingfrom 
Decision  of  the  1993 Base  Closure  and 
ReaUgnmerd  Comntistion  (4/15194) 

042*W-94  Dtydock  Caisson  Pier, 
MStary  Construction  Project  P-(172 
(5/5/94) 

044-W-94  Validatum  of  Selected 
ObUgations  of  Fiscal  Year  1991Aavreft 
Procurement,  NavyApproptiatian 
(5/19/94) 

045^-94  Naval  Beserve  Force 
Full-Time  Support  Personnel 
Requirements  (5/25/94) 

046-W>SI4  QuaSty  Assurance  Renew  of 
the  Outf  of  Naval  Education  and 
Training  Cmtmtand  (5/19/94) 

047*C>SM  Morale,  Welfare  and 
Recreation  Operations  at  the  US. 

Naval  Station,  Rota,  Spain  (5/27/94) 

048-N*94  Retrofit  of  Detecting  and 
Ran^g  Sets  for  A-tiEAircrrft  (6/8/94) 

049-W»SW  Marine  Corps  War  Reserve 
Re^tirements  fin"  Mtqor  End  Items 
(6/10/94) 

050-W-94  Validity  of  Selected 
UttUqitidated  Operation  and 
Maintenance,  Marine  Corps 
ObUgations  (6/17/94) 

051*S*94  Naval  Aviation  Engtie  Airfoil 
Repcar  and  Refitrbishmera  Progam 
(6/23/94) 

0S2-W-94  Center  Telecommunications 
System  at  Naval  Air  Warfare  Center, 
Wetpons Division,  OunaLdke,  C4 
(6/24/94) 


053-H-94  Fisc(dYearl993 
CottsoUdatingFinaruial  Statements  of 
the  Department  of  tile  Navy  Defense 
Business  Operations  Fund  (6/29/94) 

054-S-94  FiscalYear  1993 Financial 
Statements  of  the  Department  of  the 
Navy  Management  Fund  (6/30/94) 

055-C-94  Fiscal  Year 1993 Prin^al 
Financial  Statements  oftite  United 
States  Naval  Academy  Museum  Fund 
(6/30/94) 

056^-94  FiscalYear 1993 Princpal 
Fnandal  Statements  of  the  United 
States  Naval  Academy  General  Gift 
Fund  (6/30/94) 

057-R-94  FiscalYear  1994 
Consolidated  Report  on  Followup 
Au^  Computed  by  Naval  Reserve 
Naval  AiuUt  Service  Unit  106  (7/20/94) 

058-H>94  Trends  in  Managanent 
Responsiveness  to  Financial  Audits 
(7/8/94) 

059*W*94  Navy  Fleet  Hospital  Program 
(7/15/94) 

060-C*94  Acquisition  ondModiJicatim 
tfC-130  HercuUsAirattft  (7/18/94) 

061-S*!M  FiscalYear  1993 R^ort on 
Finandai  Position  oftite  United  States 
Naval  Home  (7/19/94) 

062-C-94  Special  Duty  Assigiment  Pay 
(7/20/94) 

063*S*SM  FiscalYear  1993 Productivity 
Gcun  Sharing  Calculation,  Naval 
Aviation  Depot  Jacksondlle  (9/16/94) 

0(4-W>SI4  Refuse  Contract  at  Na\y 
Public  Works  Center,  Peart  Harbor,  HI 
(9/30/94) 

06S-C-94  NaiyFamity  Housing 
Reptirements  (9/26/94) 

066*C>94  Contracting  Procedures  at 
Naval  Air  Warfare  Center,  Aircraft 
Division,  FU^  Test  ondEngneering 
Group,  Patuxent  River,  MD  (9/30/94) 


Air  Force  Audit  Agency 


512061008  Cargo  and  Tanker  Aircraft 
Wartime  Spare  Engne  Requirements 
(4/12/94)  (CLASSIFIED) 

93051014  Financial  Health  of  Sendees 
ActMties  Within  Selected  Operating 
Commands  (4/27/94) 

513051015  Management  <f  Advanced 
Academic  Degee  Billets  ( 6/10/94) 

93051017  Controls  Over  Assets  at 
Closing  Medical  Treatment  FadUties 
(4/15/94) 

513051018  Information  Management  cf 
the  Air  Face  PersonndReUabiUty 
Progam  (8/8/94) 

5)3052006  Hazardous  Waste  tolerations 
and  Emergency  Response  Pre^wns 
(5/11/94) 

5)3052010  Manag/ement  of  the  Resource 
Recovery  and  RecycUngProgam 
(4/15/94) 

5)3052014  Management  of  FiuiUty 
Utilization  (7/20/94) 

5)3053007  Equipment  and  Vehide 
Inventory,  Fised  Year 1993AirForce 
Consolidated  Finandai  Statements 
(7/22/94) 

5)3053013  MiUtary  Personnel  Costs, 
Fiscal  Year 1993 Air  Force 
Consolidated  Financial  Stat&nents 
(7/1/94) 

93053014  GwlianPt^oU,  Fiscal  Year 
1993 Air  Force  Consolidated  Firuuicial 
Statements  (6/6/94) 

93053015  Accuracy  and  VaMdty  of  Air 
Face  ObUgations,  Fiscal  Year  1993 Air 
Force  Consolidated  Finandai 
Statements  (8/26/94) 

93053024  MUtary  Equipm^  Fiscal 
year  1993 Air  Force  Consolidated 
Fitumdal  Statements  (7/20/94) 

93054002  ^  Force  Implementation  of 
Electronic  Commerce  and  EUctranic 
Data  IrUerchange  (4/15/94) 


93054008  Mr  Force  Management  of 
CeUuiar  Telephones  (411194) 

20054019  Management  (^Emergency 
Tdephone  Syst&ns  and  24-Hour 
Response  Centers  (711194) 

93054021  Management  of  Controls 
Over  ExpentUturesfm' Base 
Communications  Services  and 
Equipment  (818194) 

93058002  Management  of  ihe 
TDY-to-School  CentraUy  Managed 
Allotment  (6I1SI94) 

93061015  Marujgementt^Pdlktand 
Net  Mmntenance  and  Storage  (6113194) 

93061025  FIOS  Spare  Engine  Fatal 
Buy  and  DisOdtudon  Computadms 
(5126194) 

93061028  R^ardbleSu^ort  Bivision 
Accounting  md  Usage  Data  (6121194) 

93062003  Air  Force  Two-Levd 
Mantenance  Planning  (4127194) 

93062014 RoutedRepmr  of 
Recoverable  Eng^e  Rems  (5/11194) 

93063006  Lo^cs  Management  of  die 
Minutemanll  Drawdown  (5/11/94) 

(0063015  Management  of  Fordgp 
Military  Sales  CusUm  Commitment 
Trartsactions  Within  Air  Force  Materiel 
Ctmanand  (4/^/94) 

9300017  Managem&ttcf  the  Air  Force 
Technical  Applications  Center 
Acqdsidon  Process  (6/13/94) 
(CLASSIFIED) 

93063018  Management  cf  die  National 
Air  Intelligence  CenterAcquisition 
Process  (6/13/94)  (CLASSIFIED) 

93064003  Control  Ova- the  Use  of 
International  Merchants  Purchase 
Authorization  Cards  for  Small 
Purchases  (6/17/94) 

20064018  Qmtmcting for  Travel 
Services  (6/6/94) 

93064019  Omtracting  for  Military 
Fattufy  Housing  Mantenance  in  Pacific 
Air  Forces  (4/1/94) 


93064020  FoUowi^ Audit -Acquisition 
Program  BaseUnesforAcqmitim 
Category  n,  HI  andIVProgwns 
(5/11/94) 

93066010  Rdiabitityand 
Maintainability  Information  System 
User  Requirements  (4/11/94) 

20066017  Government  Furnished 
Material  Transaction  Reporting  System 
(G009)  Enhancement  Pn^am 
(7/14/94) 

20066018  General  and  AppUcation 
Controls  Within  the  Rem  Manager 
Wholesale  Reposition  Process  System 
(8/26/94) 

20066023  AppUcation  Controls  WUhin 
ihe  Depot  Maintenance  Actual  Material 
Cost  System  (6/10/94) 

93068002  Financial  Rqxuting  of  Fiscal 
Year  1993 Medical/Dental  Division 
Inventmes  Within  tiie  Stqrpty 
Management  Business  Area  (7/11/94) 

20068006  Financial  Rioting  of  Fiscal 
Year  1993 Inventories  Not  Held  for  Sale 
Within  the  Depot  Mcantenance  Service 
Business  Area  (8/8/94) 

20068007  Internal  Control  and 
Management  Issues  Related  to 
Disbursements  for  Supplies  and 
Services,  Fiscal  Year  1993 Financial 
Statements  (4/15/94) 

93068008  Financial  Repenting  of  Fiscal 
Year  1993 Revenue,  Accounts 
Receivable  and  Progress  Billing  Within 
tile  Depot  Maintenance  Service 
Business  Area  (7/1/94) 

20068009  FinandalRqrorting  of  Fiscal 
year  1993 Accrued  Liabilities  Within  the 
Depot  Maintenance  Service  Business 
Area  (6/21/94) 

20068010  FinandalRqrorting  of  Fiscal 
Year  1993 Property,  Plant  and 
Eqmpment  Within  the  Dqot 
Mamtenance  Service  and  Supply 
Management  Business  Areas  (7/1/94) 

93068016  Finandal  Reporting  of  Fiscal 
Year  1993 Inventories  Witiiin  the  Supply 
Management  Business  Area  (8/26/94) 

93068031  Financial  Reporting  of  Fiscal 
Year  1993 Revenues  and  Expenses 
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Witim  the  Suppfy  Management 
Business  Area  (7/1/94) 

93079001  Padjic  Air  Forces 
Management  (f Aircraft  Fuel  Servicing 
Assets  (8/26/94) 

94052025  Documentation  Supporting 
Air  Force  1993 Base  Closure  and 
ReaUgimentRecmnmendations 
(8/26/94) 

2M052Q26  Maru^ementqftiie  Air  Force 
1995 Base  Closure  and  Realignment 
Evaluation  Process  -  Phase  1  (5/6/94) 

94053(01  Manc^ement  Initiatives  to 
Rnprove  Financial  RepmtingFscal 
Year  1993 Air  Force  ConsoUdated 
Finandal  Statements  (8/8/94) 

94053022  Opinion  on  Fiscal  Year  1993 
AirFmce  ConsoUdated  Financial 
Statements  (6/30/94) 

2M053024  Contingent  LidbiUties,  Fiscal 
Year 1993 Ad  Force  ConsoUdated 
Firumdal  Statements  (8/8/94) 

94053026  Real  Property  Accounting 
Process,  Fiscal  Year  1^3  Air  Force 
ConsoUdated  Finandal  Statements 
(7/27/94) 

94053029  Overview  and  Performance 
Measures,  Fiscal  Year 1993 Air  Fave 
ConsoUdated  Finandal  Statements 
(8/8/94) 

94053030  Fund  Control  Process,  Fiscal 
Year 1993 Air  Force  ConsoUdated 
Finandal  Statements  (8/26/94) 

94053031  Inventories  Not  Held  For 
Sale,  Fiscal  Year  1993 Air  Ftace 
Consolidated  Financial  Statements 
(7/1/94)  . 

94054002  Air  Force  Wing  Command 
and  Control  System  (5/6/94) 

94061010  Base-Level  Riventoty 
Adjustments  (8/26/94) 

94061014  AircnftSuj^ortEqiipment 
Replacement  Requirements  (8/26/94) 

94061015  Management  of  Logstics 
Support  to  Arctic  Areas  (6/10/94) 


940fi2011  F a^lowup  Audit - 
Management  i^Vihide  Mmntenance 
Operations  (8126194) 

94063005  Euman  Systems  Frog/ram 
OffUxAcquisidon  Activities  (7114194) 

SM063014  Management  the 
Tedmolo^  Transfer  Control  Program 
(SI27I94) 

94063015  The  Advanced  Cruise  Misuie 
Contracdng  and  FinandalAcdvities 
(919194) 

94064002  Cost-E^ectxveness  ^ 
ContractedAdvismy  andAssidance 
Services  at  Space  andMisale  Systems 
Center  (619194) 

94064010  FoUowi^  Audit- Review 
SimpUfiedAcguisitUm  of  Base 


Engmeering  Requirements  Camtracts 
(7115194) 

94068017  Opinion  an  AirForce 
Defense  Business  Operations  Fund, 
Fiscal  Year 1993  Inventories  Held  fin 
Sale  Balance  (6130194) 

94068018  Opinion  on  Air  Force 
D^ense  Business  Operatu^Fund, 
Fiscal  Year 1993Inventtmes  Nad  Held 
for  Sade  Balances  (6130194) 

SM068019  OpiniamamAirFonx 
D^enseBuaness  Operations  Fund, 
FiscalYear 1993 Property,  Plant  and 
Equqrmera  Balances  (6130194) 

94068020  Opiruam  am  Air  Force 
Defense  Business  Operations  Fund, 
Fiscal  Year 1993 Fund  Balance  with 
Treasury  (6130194) 


94068021  Financial  Reporting  of  Fiscal 
Year  1993 Property,  Platt  and 
Equipment  Wititin  the  Transportation 
Service  Business  Area  (7111194) 

94068022  FmanciadReportingafFiscad 
Yea  1993 hrventames  Wititin  the 
Transportatiam  Services  Busittess  Area 
(6121194) 

94068025  (2uidc  Reaction  Rqiort -Air 
Force  Depart  Mamttenamce  Service, 
Fiscal  Yea  1993 MaterUd  Jn-Transit 
Balances  (Hoject 93068009)  (411194) 

94068026  FirumdalReparrting  of  Fiscal 
Yea 1993 Dishursements  and 
CoUectiams  Wititin  the  Air  Face 
Defense  Business  Operations  Fund 
(818194) 
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APPENDIX  D' 


BVSPECTOR  GENERAL.  DoD  AUDIT  REPORTS  ISSUED 
CONTAINING 

QUANTIFIABLE  POTENTIAL  MONETARY  BENEFITS’ 


Audit  Reports  Issued  (Period  Ending  September  30,  1994) 

Potential  Monetary  Benefits 
($  in  thousands) 

Disallowed 

Costs* 

Funds  Put  to 
Better  Use 

94-075  Advanced  Matoials  Reseaidi,  Developmoit,  Test  and 

Evaluation  Laboiatoiies  Witbin  DoD  (4/1/94) 

$160,000 

94-077  ”SupM”  Scientific,  Engineering  and  Technical  Assistance 

Contracts  at  the  Ballistic  Missile  Defense  Organization  (4/8/94) 

$2,252 

45,%2 

94-078  Microelectronics  (Electronic  Devices)  Research,  Developmait, 

Test  and  Evaluation  Laboratories  Within  DoD  (4/8/94) 

306,000 

94-083  Distributitm  Cmter  Operations  of  the  Defoiise 

Conunissary  Agency  (4/13/94) 

14,700 

94-089  Titan  IV  Requirements  (5/13/94) 

1,788,000 

94-093  Dispositiim  of  Test  Assets  from  Canceled  or  Conqileted 

Programs  (5/16/94) 

1,200 

94-097  Pricing  for  Defoise  Switched  Network  Access  Circuits  (5/17/94) 

28,133 

94-100  Quick-Reacticm  Rqmrt  on  the  Commissary  Construction  Project 
at  the  Fitzsimons  Army  Medical  Cmiter,  Denver,  CO  (5/18/94) 

1,000 

94-102  Administtative  Lead  Time  at  die  Procuremoit  Law  Division, 

Army  Aviation  and  Troop  Command  (5/17/94) 

2,200 

94-103  Air  Force  Reserve  301st  Fighter  Wing  Covered  Aircraft 

WaAraclf  Project,  Carswell  Air  Reserve  Base,  TX  (5/18/94) 

350 

94-104  Defense  BRAC  Budget  Data  for  die  Defense  Contract 

Management  District-West  (5/18/94) 

8,000 

94-105  Defense  BRAC  Budget  Data  for  a  Tactical  Support  Center  at 
Naval  Air  Station,  Whidbey  Island,  WA  (5/18/94) 

7,000 

94-107  Griffiss  Air  Force  Base,  NY,  Defoise  BRAC  Budget  Data  for 
Military  Construction  at  Odier  Sites  (5/19/94) 

69,500 

94-108  Quick-Reaction  RqKUt  m  die  Audit  of  Defense  BRAC  Budget 
Data  for  Naval  Station,  Treasure  Island,  CA  (5/19/94) 

2,468 

94-109  Quick-Reaction  Report  on  the  Audit  of  Defoise  BRAC  Budget 
Data  for  the  Naval  Training  C^ter,  Great  Lakes,  IL  (5/19/94) 

1,800 

94-112  ProcuremMit  of  Support  Services  by  the  Air  Force  Electronic 
Systems  Ceatet,  Hanscom  Air  Force  Base,  MA  (5/27/94) 

7,700 

57,700 

Audit  Reports  Issued  (Period  Ending  September  30, 1994) 

Potential  Monetary  Benefits 
($  ki  thousands) 

Disallowed 

Costs* 

Funds  Put  to 
Better  Use 

-  - - 

94>114  DdO  Cbaiges  to  Natioiul  Aetonautics  and  Space  Administration 
f(X  Qmtiact  Administration  Services  (S/2S/S>4) 

12,500 

94>115  Milestcme  Review  Process  for  the  Advanced  Field  Artilleiy 
Tactical  Data  Systmns  (5/31/94) 

76,900 

jM-118  The  AV-8B  Remanu&ctuie  Program  as  Part  of  the  Audit  of  the 
Defense  Acquisiticm  Board  Review  (6/3/94) 

156,700 

94-119  Accounts  Receivable  for  DoD  Material  (6/3/94) 

410 

94-120  Tdecommunicadcms  Circuit  Allocation  Programs  -  Jacksonville 
Area  (6/6/94) 

11,154 

94-121  Defense  BRAC  Budget  Data  for  Naval  Air  Technical  Training 
Center,  Naval  Air  Station,  Paisacola,  FL  (6/7/94) 

3,265 

94-125  Defense  BRAC  Budget  Data  for  the  Naval  Medical  Center, 
Portsmouth,  VA  (6/8/94) 

9,700 

94-126  Defense  BRAC  Budget  Data  for  the  Closure  of  Naval  Air 

Station,  Glenview,  IL,  and  Realignment  Projects  at  Fort  McCoy, 
WI,  and  Carswdl  Air  Reserve  Base,  TX  (6/10/94) 

4,400 

94-153  Obtaining  the  Maximum  Life  from  F-404  Jet  Engine 

Con^x>neiits  (6/14/94) 

23,100 

94-135  Procurements  by  the  Non-Acoustic  Anti-Submarine  Warfrue 
Program  Through  the  Environmental  Technologies  LidK>ratoiy 
(6/14/94) 

1,200 

94-140  ()uick-Reaction  Rqntrt  <m  the  Acquisition  of  the  Standard 

1  Missile  11  with  Block  UIB  Upgrade  (6/16/94) 

436,200 

- — - — — — — — — — 

94-141  Defense  BRAC  Budget  Data  for  Naval  Air  Stations  Dallas,  TX, 
Menqihis,  TN,  Realigning  to  Carswell  Air  Reserve  Base,  TX 
(6/17/94) 

122,000 

1  94-143  Implemoitation  of  the  Mobility  Requiremaits  Study  (6/20/94) 

90,100 

1  94-146  Defense  BRAC  Budget  Data  for  Closing  Naval  Air  Station  Cecil 

1  Field,  FL,  and  Realigning  Projects  to  Various  Sites  (6/21/94) 

17,800 

1  94-148  Air  Clearance  Process  (6/27/94) 

100,000 

1  94-149  Property,  Plant  and  Equipmoit  Accounts  on  the  Financial 

1  Statements  of  the  Defense  Logistics  Agency  Business  Areas  of 

1  the  Def(mse  Business  Operations  Fund  for  FY  1993  (6/28/94) 

417,000 

94-158  fWi  Management  Within  die  De£mse  Reutilization  and 

Marketing  Services  (6/30/94) 

30,500 

1  94-162  Administration  of  Grants  by  the  Defense  National  Stockpile 

1  Center  (6/30/94) 

2,434 

Audit  Reports  Issued  (Period  Ending  September  30.  1994) 


94-172  Commissaiy  Construction  Project  at  Fort  Bragg, 

NC  (8/1/94)  _ 


94-173  Selected  Special-Purpose  Tdecommunications  Circuit  (8/8/94) 


94-178  Acquisition  and  Management  of  Ozone  Depleting  Substance 
(8/31/94)  _ 


94-179  Defense  BRAC  for  McGuire  Air  Force  Base,  NJ,  Barksdale  Air 
Force  Base,  LA,  and  Fairdiild  Air  Force  Base,  WA  (8/31/94) 


94-184  Control  Over  Management  of  Meat  and  Tobacco  Products  at 

Selected  (Commissary  Stores  (9/6/94)  _ 


5)4-189  U.S.  Army,  Eunq>e  Prqrositioning  Requirement  for  War 
Reserve  Materiel  (9/12/94)  _ 


94-190  (^(k;-Reaction  Report  <m  die  Air  Force  Microwave  Landing 
System  (9/20/94)  _ _ _ 


94-191  U.S.  Air  Forces,  Eunqre  PreqKrsitioning  Requirement  for  War 
Resove  Materiel  (9/16/94) 


94-194  U.S.  -  Goman  Wartime  Host  Nation  Siqrport  Agreement 

(9/20/94)  _ _ 


94-195  Pay  Diffmmitials  at  die  National  SecuriQr  Agency 

Microelectronic  Facilities  (9/23/94)  _ _ 


5)4-197  Rq>lacemeot  Commissary  Construction  Project  for  Naval  Air 

Station,  Poisacola,  FL  (9/29/94)  _ 


5)4-198  (2ui<^-Reaction  Rqxnt  mr  R^ainting  of  the  C-5  Aircraft 
(9/29/94)  _ 


94-199  Acqui^tum  of  Inventory  Snvices  for  Defense  Liformation 

S^vices  Organization  (9/30/94) _ 


Min  accrndance  widi  die  Inspector  (jeneral  Act  of  1988. 

^App^ndiT  C  is  a  conqilete  list  of  audit  rqKirts  issued  by  the  OIG,  DoD,  during  the  period, 
^one  of  die  disallowed  costs  involve  unsiqiported  costs. 


Potential  Monetary  Benefits 
{$  in  thousands) 

Disallowed 

Costs* 

Funds  Put  to 
Better  Use 

14,400 

386 

6,329 

68,200 

5,200 

4,300 

27,800 

2,900 

292,900 

2,880 

3,500 

59,300 

30 

217 

i—BI 

$4,495,^ 
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APPENDIX  E 


I  _ 

INVESTIGATIVE  CASE  RESULTS 


Investigations  Not  Involving  Procurement  Fraud  or  Major  Health  Care  Areas 
ffor the  6-month  period .endlng_SeBteinbgr30,_1994j^____ 


Totals  For  Period 

DOJ 

DoD 

>tate/Local/Foreign 

UTIGAIION  RESULTS 

Xadictments 

DOS 

31 

6 

cnx: 

27 

7 

NOS 

28 

40 

OSl 

26 

16 

Joint  DCIOs 

54 

9 

Convicdons 

DOS 

15 

9 

ODC 

39 

NOS 

63 

60 

OSI 

40 

9 

DCIOs 

37 

13 

Qvil  Settiements/Judgmraits 

DOS 

2 

0 

ODC 

0 

0 

NCB 

4 

0 

OSI 

8 

1 

Joint  DCIOs 

1 

0 

UCMJ  RESULTS 

Charges 

216 

Convictions 

417 

1 

J 

& 

•c 

•-e 

.g 

j 

361 

MONETARY  OUTCOMES  ($000) 

DOS 

$1,153 

$8329 

$149 

ODC 

221 

2,667 

7 

NCB 

435 

3,069 

61 

OSI 

163 

3,826 

420 

Joint  IX^IOs 

161 

629 

121 

E-1 


